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The Financiat During the past few weeks, interest in all other 
Disturbance. Subjects which, ordinarily, would be regarded as im- 
portant, has been subordinated to the consideration 
of matters connected with the disturbed financial conditions, the 
causes which gave rise to such conditions, measures of relief and 
problems of legislation to prevent the arising of like conditions in the 
future. 
Beginning with the failure of the stock exchange house of Gross 
& Kleeberg on October 16th growing out of the collapse of United 
Copper stock, followed by the suspension from board membership of 
Max H. Schultze, of the firm of Otto Heinze & Co., there followed 
the resignation of Mr. F. Augustus Heinze from the presidency of the 
Mercantile National Bank, the withdrawal of Messrs. Morse, Heinze 
and Thomas from official positions in the various banks with which 
they were connected, and the resignation of Mr. Charles T. Barney 
from the presidency of the Knickerbocker Trust Company. These 
various occurrences created a feeling of distrust in the public mind 
which resulted in runs upon a number of New York financial institu- 
tions, notably the Knickerbocker Trust Company, the Trust Com. 
pany of America and the Lincoln Trust Company, the first of which 
was forced to suspend after paying out the enormous sum of eight 
million dollars in cash on asingle day. The distrust was fostered by 
yellow journalism which fanned its flames by scare headlines and un- 
warranted utterances and the savings banks, for self-protection, were 
forced to resort to the 60 day notice of withdrawal while the Clearing 
House banks in New York authorized the issuance of clearing house 
certificates, available for the payments of balances between the banks. 
The stringency, at first local, soon spread throughout the country. 
Added to legitimate demands for currency for crop-moving purposes 
at this season of the year, there came unusual demands upon the banks 
for currency, not to be used in legitimate business but for purposes 
of hoarding, not alone by timid depositors but by those who desired to 
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take advantage of the situation which a currency famine creates and 
to derive a selfish profit therefrom. 

All this has happened at a time when business conditions throughout 
the country were good and the general banking condition has been 
one of inherent soundness. It is to be noted that through it all, very 
few banks have failed and we believe that of the comparatively few tem- 
porary suspensions most will be ultimately found to have assets to pay 
dollar for dollar. But no bank, no matter how sound,can withstand a de- 
mand for repayment of deposits by all its depositors en masse, and this 
has been the misfortune of afew. The unwarranted lack of confidence 
which, now, has largely been removed, has worked great hardship 
upon many business interests which, from inability to obtain the 
necessary cash funds, have been hampered in their operations and in 
many instances forced to shut down and throw employees out of work. 

Prompt measures have been taken to relieve the currency famine. 
The government has deposited all available funds in bank, some sixty 
millions of gold have been imported from abroad, the clearing houses 
in many cities have put out clearing house certificates to serve the 
purposes of a local currency, the national banks have increased their 
circulation to the extent that available bonds will permit, and the 
government has announced its purpose to issue $50,000,000 in Panama 
bonds, which will serve as a basis for additional circulation and to 
issue up to $100,000,000 of three per cent. one year certificates of in- 
debtedness. It is expected that these various measures will provide 
the necessary funds for the carrying on of business in a normal way. 

One great good will probably result ftom the recent financial dis- 
turbance; it will serve as an object lesson to Congress and lead to the 
enactment of necessary currency legislation which, but for the clear 
demonstration of its necessity, Congress could not have been moved, 
for years to come, to adopt. When the banks and the commercial and 
business interests of the country dependent upon the banks, are dam- 
aged and distressed, not by any inherent weakness but by the opera- 
tion of a senseless fear against which they have no adequate means of 
protection, the situation is one which should not be tolerated and calls 
for the enactment of wise legislation, effective for protection. 

Just what legislation will afford the best remedy is a question upon 
which minds differ. Some advocate a central bank; the plan of the 
Currency Commission of the American Bankers’ Association for an 
additional currency to be issued by national banks without bond secur- 
ity has strong advocates and many opponents; and there are those who 
favor an enlargement of the basis of circulation by the pledge of 
bonds, other than of government, as security. The national bank 
currency is ideal provided it can be made elastic. It is uniform and 
circulates at par all over the country. The ordinary holder handles 
it indiscriminately with the government note or silver certificate, and 
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has no thought, and no ground for thought, of its not being absolutely 
safe, for the government is behind its redemption. The full amount 
of authorized national bank circulation is not now taken out because 
of the unavailability of government bonds. The remedy then, should 
come by provision for the enlargement of national bank currency in 
time of need, as this would follow along existing lines and provide a 
currency to which the people are accustomed. 

Then comes the question whether increased national bank circu- 
lation up to certain limits shall be permitted without security, as pro- 
posed by the bankers’ commission, (i. e. permitting every national 
bank having a 20 % surplus over capital to issue 40 % of its bond- 
secured circulation, taxed at 2% per cent. and additionally 12% per 
cent. of capital taxed at 5 %, the same reserve to be carried as against 
deposits and a 5 % guaranteed fund to be created) or whether bond 
security, other than government bonds, shall be provided. It seems 
to us that as a bond-secured currency has been the policy for the last 
forty years, less objection will be made to currency legislation based 
on this principle, than upon the credit currency plan, whether theoreti- 
cally sound or not. The secretary of the treasury accepts certain 
classes of bonds, other than government, as security for government 
deposits and it would seem a feasible and practicable plan for Congress 
to designate by enactment a list of state and municipal bonds, accept- 
able as security for increased circulation, the same as certain state 
legislatures designate specified bonds as available for investment by 
savings banks and to couple this with a plan for the issue of additional 
national bank circulation based upon such bonds, worked out with ap- 
propriate details as to amount, tax, proportion of currency to bonds, 
retirement and otheressentials. If such currency were prepared in 
advance and lodged with the various sub-treasuries, to be therefrom 
issued to national banks upon deposit of the lawful security, subject 
to the approval of the secretary of the treasury, a means of immediate 
relief from a threatened stringency would be provided. 

One other thought in connection with legislation. If ever there 
was a time when a curb and a punishment should be put upon un- 
truthful and damaging statements in a reckless press, it is the pres- 
ent. Untold injury is caused by the publication of falsehoods of vari- 
ous kinds affecting banks and affecting business industries and denial 
of such statements in subsequent publications does not undo the injury. 
Legislation is sorely needed to cure this evil. The mass of the people 
rely upon newspaper reports for their information and are largely be- 
lievers of the truth of what they read. They are entitled to truthful 
information and are defrauded by falsehoods. The publication of 
false and untruthful reports, either knowingly or negligently, should 
be made a crime in all cases where injury as a result can be proved. 
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iiitiins ub Gilets ten Many of the large commercial houses 
Commercial Travelers. ‘Send traveling salesmen throughout the 

country who are authorized not only to 
sell goods but to collect accounts and forward the money collected to 
their principals. Inthe course of making such collections, the debtors 
will sometimes pay cash but more frequently perhaps, will draw their 
check payable to the order of the house or firm whom the salesman 
represents. When checks are so taken, it not infrequently happens 
that the salesman will, instead of forwarding the check itself to his 
principal, assume the right to cash the check himself and will indorse 
the name of his principal by his own, and negotiate it to a bank where 
he is known in the town where he may be stopping, or if he is at the 
place of the drawee bank, he will obtain payment from that bank. 
Right here is where the bank which cashes or pays such a check must 
be careful, for as a general proposition, it will, in so doing, run the 
risk of the salesman’s dishonesty. 

We have in the past published numerous cases involving just 
such transactions wherein a bank has cashed or paid a check drawn to 
the order of a mercantile firm upon the indorsement of the name of 
that firm made by its traveling agent and where the agent has ab- 
sconded with the proceeds. The bank has contended that the agent 
having authority to collect accounts for his principal must be deemed 
authorized to obtain the cash on checks taken in collection although 
drawn payable to the order of the principal, but the courts have 
almost uniformly decided that the authority to collect does not in- 
clude an authority to indorse and receive payment of a check payable 
to the principal. There are certain exceptional cases where the bank 
has escaped liability but this is because the agent’s authority to in- 
dorse for his principal has been established from a course of prior, 
similar dealing. It is therefore a risky procedure to cash checks 
payable to mercantile houses on the indorsement of their traveling 
salesmen, and a risk against which country bankers should be con- 
stantly on their guard. 

In this number we publish a case of this kind where a traveling 
salesman received a check payable to the order of his principal, in- 
dorsed it in the principal’s name, obtained payment from the bank 
and absconded. The principal sued the bank and in this particular 
case the court held the bank not liable to the principal because the 
check did not constitute an assignment to the payee of the money in 
bank and give the holder any right of action against the bank; and 
the court also held that the bank was not liable, on the theory of 
money had and received for the principal’s benefit. 

This, however, is merely a matter of legal procedure and does not 
change the ultimate liability. Had the principalin this case sued the 
debtor who gave the check he could have recovered, because he had 
never received the money, and the debt was still due and owing, and 
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the debtor could then have turned around and sued the bank for pay- 
ing his check upon an unauthorized indorsement. 

The frequency with which these cases arise, wherein checks are 
cashed without authority by traveling salesmen who abscond and the 
mistaken belief of many bankers, that they are authorized to pay 
such checks on the indorsement of a traveling salesman when they 
are shown his authority simply to collect the account, makes it im- 
portant that bankers throughout the country should realize the law 
regarding the matter, and the risks they incur in cashing or paying 


such checks. 


Rights of Pledgee “4 ‘ecision by the supreme court of Illinois 
of B-L. Where which we publish in this number, to the same 
Goods Attached. effect as like decisions in other states, is that 
an attachment of goods by a creditor of a ship- 
per does not hold good where the shipper has indorsed and delivered 
the bill of lading to a bank and received credit for his draft drawn 
against the shipment 
The court says the shipper himself could not get the goods until 
he paid the draft and an attaching creditor acquires no greater rights; 
furthermore, it is immaterial whether the amount which the bank 
has credited the shipper on its books has been checked out or not. If, 
however, the credit originally entered has been cancelled, the case 
would be different 
Banks which make advances in reliance upon the security of bills 
of lading incur certain risks; but so far as loss of the goods by 
attachment is concerned, the courts generally protect the holder of 


the bill. 
| i | 


oe A bank president, as a specific subject of taxa- 
Bank Presidents. tion, is somewhat unique in the history of legis- 
lation. There is one state in the Union which 
a few years ago adopted this policy of legislation, namely, Georgia, 
where by an act of the General Assembly, approved in December 
1902, a tax of $10 for each of the fiscal years of 1903-1904 was provided 
to be levied upon the presidents of each of a number of specified cor- 
porations,including banks. We have not investigated to learn whether 
this law has been continued for subsequent years. 

An interesting question arose under this law growing out of the 
fact that Mr. W. S. Witham, the well-known Georgia banker, was 
during 1903-04 and still is president not only of one but of a number 
of banks in the state. Would a single payment of $10 suffice in his 
case or was he liable to pay that amount of tax for each of the banks 
of which he was president? The views of Mr. Witham and the tax 
collector differing on this point, he took the case to the courts, and 
asked an injunction. The Supreme Court of Georgia, in their decision 
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handed down last August and which we publish in this number, 
holds that the $10 tax in Mr. Witham’s case was coilectible from him 
not only once, but for each bank of which he was president. 

This Georgia legislation under which the presidents of a variety 
of corporations including banks have been taxed $10 for each presi- 
dential office that they fill, is probably based on the theory that the 
president of a bank or other corporation holds such a lucrative posi- 
tion that he should pay specially for the privilege. 


Sit Cite, The New York Supreme Court, Appellate Division, 

First Department, has just rendered a decision 
which will be read with interest by bankers as it is in the line of af- 
fording greater protection to the banks from the acts of careless de- 
positors who draw checks in such an incomplete manner that they 
may be readily filled in with a raised amount without exciting suspicion 
as to genuineness. In the case before the court, a female depositor, in- 
troduced by her husband to a bank in New York, deposited $5,000 
therein. Desiring to pay her husband $900 from this deposit, he filled 
out a check for that amount payable to his order, which she signed. 
In drawing the check, he designedly began ‘‘nine hundred” in the 
middle of the blank and left a space between the dollar mark and the 
figures ‘‘900.” After obtaining his wife’s signature he readily raised 
the check, it being in the same handwriting, to $4,900, by writing 
‘*forty” and ‘‘4” before words and figures respectively. The check in 
this condition had the appearance of a check originally drawn for 
$4,900, and the bank paid it without question. The depositor there- 
upon sued the bank for the $4,000 excess. 

The trial court directed a verdict in the depositor’s favor, but 
the appellate division reverses the judgment and sends the case back 
for a new trial. It holds the bank was entitled to have the jury pass 
on the question of the depositor’s negligence, as giving it the right to 
charge the payment to the depositor, and it announces the law to be 
that where the alteration is such as to excite no suspicion because the 
check has been drawn by the maker in such a way as to invite an un- 
suspicious alteration, the law makes an exception to the rule that a 
banker pays at his own peril, and permits him to assert negligence 
on the part of the maker in so drawing his check. 

This is in accordance with the old English decision in Young v. 
Grote, in which case the circumstances were very similar, and the 
bank was held protected in paying a check so carelessly drawn and 
raised. The precise point, however, has never heretofore been passed 
upon by the New York Courts and the present decision is therefore 
valuable from the banking standpoint. A bank certainly should be 
protected where its depositor executes a check in the way this one 
was, which after being raised, is paid by the bank. The depositor 
owes a duty to the bank to exercise reasonable care in making out his 
checks. Whether there is an equal duty to the commercial world 
which would protect the purchaser of a check, which had been care- 
lessly executed and raised, need not be here considered. 





A PRACTICAL SERIES 


ON 


THE LAW OF BANK CHECKS. 


A course of study of the rules of law and the established 
customs of business which have grown up and now exist 
in the United States governing the issue, use and redemp- 
tion of the bank check. 


Viil. PAYMENT OF CHECKS (Conrtinuep). 


PAYMENT OF CHECK TO IMPERSONATOR. 
(a) Cases where drawer held lable. 
(6) Cases where drawer held not lable. 


AYMENT of a check upon the forgery of the payee’s name is, of 
course, not authorized nor chargeable to the depositor; and we 
showed in the last number that where a bank pays money to, 

or on the indorsement of, a person of the same name as the payee, 
but not the real payee intended by the checkdrawer, the payment in 
such case is also invalid and not chargeable. 

In such case, the authorities hold, the bank has not paid the money 
to, or on the order of, the person to whom the depositor has directed 
payment to be made, even though the person receiving payment is of 
the same name as the depositor. 

We now come to another class of cases which are of quite frequent 
occurrence, namely, cases where the depositor will draw and deliver 
his check to a person who has impersonated another person, the de- 
positor being deceived into believing that the person to whom he de- 
livers his check is the person he represents himself to be, and the 
check being made payable to the order of the person who is imper- 
sonated. Toillustrate: Mr. A. B. is the owner of a piece of real 
estate. Aswindler, representing himself to be A. B. but in fact some 
one else, goes to the depositor and negotiates for a loan upon A. B.’s 
real estate. A check is drawn payable to order of A. B. and is de- 
livered to the swindler who is supposed to be A. B. The check is 
indorsed by the swindler in the name of A. B. and is paid by the bank 
upon such indorsement, sometimes being first negotiated for value by 
the swindler. 

The question arises upon this kind of transaction whether payment 
of such a check is valid and chargeable to the depositor or whether 
the payment is unauthorized and invalid ? 

There have been numerous decisions of cases of this nature in dif- 
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ferent states of the country, and in the majority, the depositor who 
has drawn the check has been held liable; that is to say, where the 
check has been purchased on indorsement of the swindler, but not paid 
by the bank, the holder has been entitled to enforce payment from 
the drawer, and where the check has been paid by the bank, the bank 
has been entitled to charge the payment to the drawer. Ina few, 
however, contrary decisions have been made and the drawer held not 
chargeable with the amount of the check. 

The majority rule proceeds upon the theory that payment of the 
check has been made to, or purchase has been made from, the precise 
party intended by the drawer to receive payment; that when a drawer 
makes his check payable to Mr. A. B., and delivers it to a swindler, 
thinking he is Mr. A. B., he intends that the very man to whom he 
delivers the check shall receive the money upon it; hence the indorse- 
ment by the swindler of the name of A. B. upon the check is not a 
forgery, but an indorsement by the precise party intended by the 
checkdrawer to receive payment. The opposing view has been that 
the check, being made payable to Mr. A. B., its indorsement by the 
swindler in that name is a forgery and carries no title to a purchaser, 
nor authority to the bank to pay the check. 

We will briefly refer to the cases upon this subject: 


(a) Cases where drawer held lable. 


(1) In Maloney v. Clark, 6 Kan. 82 (Year 1870), A. F. Callahan, a 
lawyer of Leavenworth, Kansas, was approached by a person call- 
ing himself Daniel Maloney, and requested to write to the latter’s 
brother, James Maloney, at Cincinnati, to send him all the money he 
could spare. James Maloney had a brother Daniel, at Leavenworth, 
and when he received such a letter he purchased two bank drafts on 
New York, aggregating $500, payable ‘‘to the order of Daniel 
Maloney,” which he mailed to Callahan, with instructions to hand to 
Daniel Maloney. Both drafts were delivered by Callahan to the im- 
personator. The real Daniel was in ignorance of allthis. The im- 
personator indorsed the drafts to Clarke & Co., Leavenworth bankers, 
who afterwards collected them. James Maloney sued Clarke & Co. 
for the money. It was held the plaintiff could not recover. James 
sent drafts to Callahan for the benefit of a person who had no claims 
on him whatever, believing such person was his brother Daniel. 
Clarke and Co. were in no wise responsible for James’ mistake. The 
real Daniel Maloney was unknown to Callahan and to Clarke & Co., 
while the impersonator was known to Callahan by that name and 
under that name employed Callahan to procure money for him. Cal- 
lahan delivered the drafts to the man known to him by the name of 
Daniel Maloney, and the drafts were purchased by Clarke & Co. upon 
Callahan's identification of the person to whose order they were made 
payable, ‘‘ Daniel Maloney.” Under these circumstances, Callahan 





THE LAW OF BANK CHECKS. 859 


could not have done otherwise, and what he did was authorized by 
James. Callahan was agent of James to deliver the drafts to the per- 
son for whom he had procured them to be sent to him. Clarke & 
Co.’s action was prudent and without negligence. While Callahan 
and Clarke & Co. were deceived, it was not through their own fault 
and negligence, but through the mistake of James, brought about by 
the dishonesty of the impersonator. The drafts were sent to Callahan 
by James Maloney to be delivered to the very man who received and 
negotiated them. 


(2) In Bank v. Shotwell, 35 Kan. 360, (Year 1886), Daniel Guernsey, 
owner of land in Butler Co., Kansas, resided in Iowa. An imper- 
sonator located at Florence, Kan., calling himself Daniel Guernsey, 
obtained by mail a loan from S. L. Shotwell on this land, executing 
notes and mortgage as Daniel Guernsey. Shotwell purchased a bank 
draft for the loan payable to ‘‘ Daniel Guernsey,” which he mailed to 
Daniel Guernsey, Florence, Kan. Shotwell never came into personal 
contact with the man. The draft was indorsed ‘‘ Daniel Guernsey ”’ 
by the impersonator and was paid to him by the Emporia National 
Bank, on which it was drawn, upon identification as the man who 
gave the notes and mortgage. Shotwell sued the Emporia National 
Bank for the amount. It was held the payment was valid. The draft 
was made payable and sent to a false, under the belief that he was 
the real, Daniel Guernsey, and it was the intention of Shotwell that 


the person who executed the notes and mortgage should receive and 
obtain payment of the draft. Although Shotwell was mistaken, the 
person he dealt with was the person intended by him as the payee of 
the draft, designated by the name he assumed in obtaining the loan, 
and his indorsement was the indorsement of the payee by that name. 
The bank having paid the draft in good faith, without negligence, is 
not responsible for the loss. 


(3) In U. S. v. Nat. Exchange Bank (U. S.) 4 B. L. J. 286 (Year 
1891) two letters, containing money orders, had been sent from Austria 
to Anton Erben, care of the German Aid Society, Milwaukee, Wis. 
One Schuman, who by acquaintance with Erben learned these facts, 
impersonated Erben at the Society, obtained the orders, and was iden- 
tified by the Society agent, as Erben, at the postoffice. The postmaster 
gave his check on the National Exchange Bank, Milwaukee, payable 
to ‘‘Anton Erben or order,”’ which he delivered toSchuman. Indorsed 
by Schuman in Erben’s name, this check was paid by the bank to 
Schuman, he being identified as Erben by the Society agent. In an 
action by the United States, checkdrawer, against bank, it was held 
the payment was authorized and bank not responsible. The postoffice 
officials, upon full inquiry, determined that Schuman was Erben and 
delivered him the check, intending the bank should pay him as the 
realErben. The question forthe bank is ‘‘For whom was this money 
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intended by the drawer?” The nameis but one means of determining 
that question. In this case, the knowledge of the delivery of this 
check to the bearer, after the strict inquiry which the law requires, 
was a much stronger means of identification than a mere identity of 
name. Without doubt, the postmaster would have paid currency 
instead of a check, if he had it in hand, rather than in bank. If he 
would not, it would be very good evidence of neglect, if he delivered 
a check where he would not risk cash. Although drawer and drawee 


are equally innocent, the loss should fall upon the one who by this 
act, occasioned it. 


(4) In Hoge v. First Nat. Bank, 18 I11. App. 501, (Year 1886) 
there were two William Robins, one living at Chebanse and one at 
Lockport, Ill. The latter owned real estate near Lockport. Robins 
of Chebanse wrote one Sanford, a lawyer, fora loan on this real estate, 
and after search, showing title in William Robins, the loan was ar- 
ranged by mail, a note and mortgage being executed by Robins of 
Chebanse to one Hoge, the lender, and a bank draft on the First 
National of Chicago, payable to William Robins purchased and mailed 
to him at Chebanse. The entire transaction was by mail and the 
parties never saw one another. Robins indorsed the draft which was 
collected from the drawee. Afterwards Hoge sued the First National 
for the amount. The court held the payment was authorized and the 
bank not liable. Sanford and Hoge intended the draft should be paid 
the identical individual with whom they corresponded and who exe- 
cuted the note and mortgage for whichit was given. His crime was 
not forgery, but obtaining money by false pretenses. He said he 
owned the land and was believed. He never pretended to be any 
other than Robins of Chebanse. The draft was paid upon the in- 
dorsement of the precise person who was in the conception and pres- 
ent to the mind of the drawer and sender. Such indorsement was not 
a forgery and the payer bank was not negligent. 


(5) In Land Title & Trust Co. v. Northwestern Nat. Bank (Pa. Sup. 
Ct.) 17 B. L. J. 515 (Year 1900) Dr. Herman S. Bissey owned 2352 
Broad Street, Philadelphia. One Ashley obtained the title papers 
from the doctor, pretending that he wanted to purchase, and repre- 
senting himself to a responsible conveyancer as Bissey, applied for a 
$5,000 loan. The loan was negotiated and the conveyancer took Ashley 
to the Land Title & Trust Company, introduced him to the settlement 
clerk as Bissey, a mortgage was signed and acknowledged by him as 
Bissey, and Ashley received the company’s check, drawn on itself, to 
the order of Herman S. Bissey. This check, indorsed ‘‘Herman S. 
Bissey,” was deposited in and collected by the Northwestern National 
Bank. When the fraud was discovered the Title and Trust Company 
sued the bank to recover the amount, contending the payee’s indorse- 
ment was forged. Held, the bank is not liable. The check was is- 
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sued to one whom the drawer intended to designate as the payee. The 
person has been paid to whom the drawer intended payment should 
be made. The loss is due, not to the bank’s error in failing to carry 
out the drawer’s intention, but primarily to the drawer’s own error, 
induced by the deception previously practiced upon it. The check 
was not paid ona forged indorsement because it was issued to the per- 
son whom the drawer intended as payee. It isa perverted statement 
of the transaction to say the check was intended for Dr. Bissey and 
he alone was entitled to receive payment. Bissey had no more right 
to the check than had Ashley. He had given nothing forit. Under 
the supposed facts on which the drawer acted, Ashley owned the 
property, executed the mortgage, and was entitled to payment. The 
clear intention was to pay him, although there was a mistake as to the 
facts on which the intention was based. Ashley would have received 
money, instead of a check, if he had asked for it, or could have drawn 
the money in the banking room of the drawer. 


(6) In Robertson v. Coleman, 141 Mass. 231, (Year 1886) an im- 
personator registered at the Metropolitan Hotel in Boston as Charles 
Barney. There was a real Charles Barney, Swanzey, Mass. The im- 
personator stole a horse and carriage, took it to Coleman, a Boston 
auctioneer, and saying he was Charles Barney of Swanzey, the owner, 
asked him to sell it. Coleman telegraphed to Swanzey and received 
a return message that Charles Barney was a responsible and trust- 
worthy man. Thereupon he sold the team and wrote his check for 
$91.08, payable to Charles Barney, which he delivered to the imper- 
sonator. This the latter indorsed ‘‘Charles Barney,” and paid to 
Robertson, proprietor of the hotel, for his board, receiving the differ- 
ence in cash. Coleman learning of the theft, stopped payment of 
his check. In an action by Robertson, purchaser, against Coleman, 
drawer of the check, the drawer was held liable. A person’s name is 
the verbal designation by which he is known, but his visible presence 
is a surer means of identifying him. Coleman gave his check to a 
man who said he was Charles Barney,'whose name he believed to be 
Charles Barney, and made it payable to the order of Charles Barney, 
intending the person to whom he gave the check. Robertson is an 
innocent purchaser for value on the indorsement of the same person, 
Coleman thought the person to whom he gave the check was Charles 
Barney of Swanzey, a person in existence, and although he was mis- 
taken in the sort of man the person he dealt with was, this person was 
the one intended by him as payee, designated by the name he was 
called in the transaction, and his indorsement was the indorsement 
of the payee by that name. Robertson is an innocent purchaser for 
value and entitled to recover. 


(7) In Jamieson & McFarland v. Heim, Supreme Court of Wash- 
ington, July 20, 1906, (23 B. L. J. 716) a person falsely representing 
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himself to be James Crosson held a New York draft payable to a per- 
son of that name, which he indorsed, and, after indorsement by Heim 
& Co., the draft was collected of the drawee by the latter, who there- 
upon made their own draft payable to James Crosson, which was de- 
livered to the impersonator. Afterwards, learning the indorsement 
of the original draft was a forgery, and that they would be held liable 
on their indorsement, Heim & Co. stopped payment of: their draft, 
which, however, had been indorsed for value by the impersonator to 
Jamieson & McFarland. It was held the draft of Heim & Co. was in- 
tended for the person who indorsed it to Jamieson & McFarland, and 
although deceived in the fact that the James Crosson to whom it was 
delivered was not the James Crosson named in the original draft, they 
nevertheless made it payable to, and intended it should be paid to, 
the James Crosson who actually received it. The latter, therefore, 
conveyed an enforceable title to Jamieson & McFarland, who were 
holders in due course, and Heim & Co., the drawers, are liable to such 
holders thereon. 


(8) In Meyerv. Indiana National Bank, Appellate Court of Indiana, 
October 1901, (19 B. L. J. 44), one Dawson owned real estate in Marion 
County, Indiana. One Hornaday, representing himself to be Dawson, 
executed a note and mortgage on the real estate in Dawson’s name as 
security for a loan, and received from plaintiffs a check on the Indiana 
National Bank payable to Dawson’s order. This check Hornaday in- 


dorsed in Dawson’s name, then in his real name of Hornaday, and re- 
ceived payment from the bank. Plaintiffs, claiming that the indorse- 
ment was a forgery and the payment unauthorized, sued the bank for 
the money. But it was held the check was paid to the precise party 
intended to receive the money—the individual designated and named 
in it—and was a valid payment, chargeable to the check drawers. 


(9) In First National Bank of Fort Worth, Texas, v. American 
Exchange National Bank, Court of Appeals of New York, February, 
1902, (19 B. L. J. 365), one Hudson of Fort Worth, representing him- 
self to be another Hudson of Colorado, Texas, negotiated for a loan 
upon certain Denver property owned by the wife of the last named 
Hudson. The Fort Worth Hudson sent a note and mortgage to a 
Denver bank with instructious to deliver the amount to the Denver 
lender, upon payment to it by the latter of the amount of the loan, 
less expenses. This was done, and the Denver bank drew its draft 
for the net proceeds, in favor of the Fort Worth Hudson, upon the 
defendant bank, which was mailed to him, and discounted for him by 
plaintiff bank. The draft was accepted by defendant but payment 
was refused. It was held the Fort Worth Hudson was intended as 
payee of the draft, and plaintiff bank received it through indorsement 
of the payee. Though the draft represented the proceeds of the 
fraud committed on the lender, plaintiff had no knowledge of that 
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fraud; and as it purchased the draft in good faith, for value, through 
indorsement of the payee, it is entitled to recover its amount. 


(10) In Burroughs v. Western Union Telegraph Company, Su- 
preme Court of Minnesota, June, 1902, (19 B. L. J. 578) a firm at 
St. Paul who had a traveling agent by the name of Joseph E. Jerome, 
received the following telegram: ‘‘ Duluth, Minn., October 8, 1900. 
Receiver’s number, 12G. Time filed, 11:25a.m. 10 paid. Rush. To 
Sheffer & Rossum, St. Paul, Minn.: Telegraph me $50 at once; extra 
deal. (Signed) J. E. Jerome. Will call.” In response, the firm paid 
$50 to the Western Union at St. Paul and the company’s Duluth agent 
was authorized to pay the money to Joseph E. Jerome. The Duluth 
manager made out a check payable to Joseph E. Jerome. The sup- 
posed Jerome was then in the office and was known to be the party 
who wired for the money. He went to get someone to identify him 
and came back with a resident of Duluth who identified him as Joseph 
E. Jerome. Thereupon the check was delivered to him. The party 
receiving the check was not in fact the Joseph E. Jerome employed 
as traveling representative but was an impersonator who had wired 
in this name for the money. The impostor indorsed the check 
‘* Joseph E. Jerome,” and negotiated it in the purchase of a hat, re- 
ceiving the difference in cash. Held, the purchaser took good title 
and can recover of the drawer. A telegraph company which, upon 
order by telegraph, issues and delivers its check by mistake to the 
wrong party, is liable in the amount thereof to an innocent purchaser 
for value, who takes the same upon his indorsement. Prima facie 
such indorser is the payee intended, and a purchaser who takes the 
check from him in good faith, believing him to be the payee, is not 
called upon to inquire any further than may be necessary to establish 
the identity of the indorser and the party to whom the check was 
delivered as payee. 


(11) In Hoffman v. American Exchange National Bank, Supreme 
Court of Nebraska, December 1901; on rehearing June 1902, (20 
B. L. J. 663), the disbursing agent for the executor of an estate held 
a distributive share for one Peter W. Brubaker. He entered into 
correspondence with an impostor at Lincoln, Neb., who signed him- 
self Peter W. Brubaker, in belief that he was the person entitled to 
the money and finally purchased a bank draft, payable to his own 
order, which he indorsed to Peter W. Brubaker and mailed to the im- 
postor at Lincoln, Nebraska. Defendant bank purchased the draft 
on indorsement by the latter as Peter W. Brubaker and collected it. 
Held, the purchasing bank acquired good title to the draft and is not 
accountable for its proceeds to the disbursing agent who indorsed it 
to Brubaker. 


(12) In Heavey v. Commercial National Bank of Ogden City, Su- 
preme Court of Utah, February 1904, (21 B. L. J. 251) one C. de- 
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posited $375 with a bank in Ogden, Utah, for the credit of one James 
Malloy of Corrinne, who was a depositor and stockholder of the bank. 
A clerk of the bank sent an advice of credit addressed to James Mal- 
loy, Denver, Colorado. The latter wrote the bank asking a New York 
draft for the amount, and the Ogden bank thereupon issued its New 
York draft payable to order of James Malloy, mailing it to him at 
Denver. The latter indorsed the draft which was also indorsed by 
one Heavey, and the cash thereon obtained from a Denver bank and 
given to Malloy, who disappeared. Payment having been stopped, 
Heavey took up the draft, and brought suit thereon against the Ogden 
bank, asdrawer. It was held that the indorsement of Malloy was not 
a forgery but was an indorsement by the payee, hence good title and 
right to payment was acquired by Heavey, and the Ogden bank is liable 
to him. Even if Malloy’s indorsement was construed to be a forgery, 
the Ogden bank by its own carelessness having furnished Malloy the 
means by which he perpetrated the fraud, must stand the loss. 


(4) Cases where drawer held not liable. 


(1) In Palm v. Watt, 7 Hun, (N. Y.) 317. (Year 1876), James 
Raleigh, in Texas, assumed the name of a former acquaintance, John 
M. Gillespie, and wrote letters in that name to the latter’s relatives in 
Pennsylvania, representing himself to be Gillespie, and asking assis- 
tance. Gillespie’s mother purchased a bank draft on New York for 
$220, payable to order of John M. Gillespie, and mailed it to John 


M. Gillespie, San Saba, Texas. The impersonator indorsed it and 
it was negotiated. In the meantime, the real Gillespie had been 
heard from, and payment of the draft was stopped. In an action by 
Palm, purchaser, against Watt and others, drawers of the draft, it 
was held the drawers were not liable, as the indorsement was a forgery 
and they remained liable to the real payee. The criminal fraud of 
Raleigh induced defendants to send their check, not to him, but to 
John M. Gillespie, to whom it was made payable. There was no de- 
livery nor intention to deliver the check to Raleigh; and when, by 
the crime of false personation, he obtained possession of the check, he 
acquired no authority to dispose of, or indorse it. His indorsement 
was a forgery and conferred no title. 


(2) In Dodge v. Bank, 30 Ohio St. 1. (Year 1876), Federick B. Dodge, 
of Toledo, Ohio, owned a United States government certificate of 
indebtedness for $486.11, which he mailed to the paymaster at Cincin- 
nati, Ohio, requesting a check. The certificate was stolen from 
the mail and presented by the thief, representing himself to be 
Dodge, to the paymaster at Columbus, Ohio. The paymaster refused 
to pay unless the holder would identify himself as Dodge, but when 
told that he could identify himself at the bank, the paymaster gave 
him his check payable to Frederick B. Dodge, on the National Ex- 
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change Bank of Columbus for $486.11 which the impersonator in- 
dorsed in Dodge’s name and received payment by the bank. In an 
action by the real Dodge against the bank, it was held that the bank 
was liable, having paid the check on a forged indorsement of the 
payee’s name. The court said there was no foundation for the claim 
that the check was paid to the person whom the drawer intended it to 
be paid, and whom he designated as Dodge, because the check was 
delivered to this person only on his assurance that he would identify 
himself as Dodge at the bank. The intention was to order payment 
to Dodge, the owner of the voucher, and it was left to the bank to 
identify the holder of the check, as Dodge. The bank, relying on false 
representations, was deceived, and paid its money to the impersonator. 
Not having paid the real payee, or his order, it is liable to him. 

The fact will be noted in this case, distinguishing it from other 
cases, that while the depositor gave his check to the impersonator, 
payable to the name of the man impersonated, he was not sure he was 
the right man and did not intend the bank should pay him unless he 
could identify himself as such at the bank. It is to be distinguished 
from cases numbered 1 to 12 above published where the drawer dealt 
with the impersonator, believing he was the man impersonated. 


(3) In Murphy v. Metropolitan National Bank, Supreme Judicial 
Court of Massachusetts, March 5, 1906 (23 B. L. J. 809), one Moore, 
an attorney, falsely claiming to represent one Brown, the owner of 
real estate, who was then dead, but not known so to be by the other 
parties concerned, obtained from one Murphy his check on the Metro- 
politan National Bank, payable to Brown, for a loan to Brown upon 
such real estate. Moore forged Brown’s indorsement, then indorsed 
the check himself, and obtained the cash on it from a trust company, 
which collected the check from the drawee. Two years later the crime 
was discovered. 

In an action by Murphy against the drawee bank for the amount 
of the deposit, judgment against the bank was affirmed, it being held: 
A bank on which a check is drawn:must ascertain at its peril the 
identity of the person named in it as payee. It is only when the bank 
is misled by some negligence, or other fault of the drawer, that the 
bank can set up its own mistake in this particular against the drawer 
and preclude the latter from questioning the validity of the payment. 

In this case the drawer was guilty of no negligence, in connection 
with the making or payment of the check, that affects his right to 
recover; nor was there such negligence of the drawer in failing to 
discover the forgery, or in failing to inform the bank immediately 
after such discovery, as to prevent his recovery. 

It is to be noted in the above case that the swindler did not himself 
impersonate the owner of the real estate, but falsely represented him 
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self to be the attorney for such owner and obtained the check drawn 
to such owner's order. 


(4) In Tolman v. American National Bank, R. I. Sup. Ct. (18 B. 
L. J. 360) year 1901, Louis Potter, representing himself to be Ernest 
A. Haskell, went to D. H. Tolman fora loan, giving the residence 
and occupation of Haskell as his own. Tolman made inquiry and 
finding that Haskell was employed and was living as represented, 
agreed. Potter, as Haskell, gave his note to Tolman and Tolman 
gave him a check on the American National Bank, payable to order 
of Haskell. Potter indorsed the check as Haskell, negotiated it, and 
it was collected of the bank. When the fraud was discovered Tolman 
sued the bank for the amount paid. In this case the .bank was held 
liable to Tolman. The money was paid on a forged indorsement of 
Haskell’s name. The doctrine of contrary authorities that the man 
who made the contract received the check, that it was intended for 
him, and so there was no forgery and the bank is not liable, is fal- 
lacious. In this case, Haskell was the person Tolman had in mind, he 
had satisfied himself about Haskell’s responsibility and supposed he was 
dealing, not with Potter who was before him, but with Haskell whom 
he had in mind and whom Potter falsely personated. Furthermore, 
even if the question of forgery be waived, the bank is liable under the 
provision of the Negotiable Instruments Law that ‘‘where a signature 
is forged or made without the authority of the person whose signa- 
ture it purports to be, it is wholly inoperative,” etc. Waiving the 


question of forgery, the payee’s signature here is clearly one ‘‘made 
without the authority of the person whose signature it purports to 
be,” i. e. Haskell, and therefore is ‘‘wholly inoperative.” 


(5) In Western Union Telegrapn Company v. Bimetallic Bank, 
Court of Appeals of Colorado, March, 1902 (19 B. L. J. 427), plaintiff 
telegraph company instructed its manager at Cripple Creek to pay 
$172 to one Daily. A person representing himself to be, and identi- 
fied by another, as Daily, applied for the money; but the manager, 
not being satisfied with the identification, instead of paying cash, 
drew his check to order of Daily, for the purpose of having the bank 
identify the payee, and delivered the check to Daily. The latter in- 
dorsed the check as ‘‘ Daley,”’ and bearing several other indorsements, 
it was paid by the drawee bank, defendant, to the last indorser. In 
an action by the telegraph company against the drawee to recover the 
deposit, it was held that the bank was responsible to the depositor as 
its payment of the check on the indorsement of ‘‘ Daley,” being a 
name different from that of the payee named, was unauthorized. 


( To be continued in next number). 





NATIONAL BANKS AS RENTERS 
OF SAFE DEPOSIT BOXES. 


ANY national banks in different parts of the country, as an inci- 
dent to their business, build and lease to their patrons safe de- 
posit boxes for the safe-keeping of securities and valuables; in 
short,conduct a safe deposit business as a branch of their general 

banking business. As the national bank act provides no express grant 
of power to conduct this branch of business, inquiry is sometimes made 
as to the source of the power of a national bank to rent safe deposit 
boxes to its customers and whether a business so conducted is in any 
way subject to supervision or regulation by the state in which the 
national bank islocated, or whether any state has the power to pro- 
hibit the conduct of a safe deposit business operated by a national 
bank. 

The business of renting safe deposit boxes is an outgrowth and de- 
velopment of the function of a bank in caring for the securities and 
valuables of a customer which he specially deposits with the bank for 
safe-keeping. Both the receiving of special deposits for safe-keeping 
and the renting of boxes for the purpose are incidents to the banking 
business; for a bank in affording facilities to its customers is not alone 


called upon to receive their money on general deposit and pay their 
checks, but is also called upon to take care of their securities and 
valuables. 


In some of the earlier cases in this country, the law was laid down 
that a national bank had no corporate capacity to receive special de- 
posits for safe-keeping and consequently could not empower any of 
its officers to incur liability in its behalf by so doing. This was so 
held by the Supreme Court of Vermont in Wiley v. First National 
Bank 47 Vermont, 546, followed by the same court in 50 Vermont, 
389. But later, the Supreme Court of the United States, the New 
York Court of Appeals, and other leading courts of the country held 
that a national bank had such power basing it upon two grounds (1) 
that the receiving of a special deposit was incidental to the business 
of banking; (2) that the national bank act itself, while it makes no 
express grant of such power, implies that the bank may receive 
special deposits in the provision (sec. 5228 U.S. Rev. Stat.) which de- 
clares that on failure of a national bank it shall not be lawful to con- 
duct the business of banking ‘‘except toreceive and safely keep moneys 
belonging to it and to deliver special deposits.” (See Pattison v. Syracuse 
National National Bank, 80 N. Y. 82; Nat bank v. Graham, 100 U.S. 
699; First Nat. Bank v. Strang, 138 Ill. 237). 

The New York Court of Appeals in Pattison v. Syracuse National 
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Bank, decided in 1880, made an exhaustive examination of the ques- 
tion. It referred to the history of banking from its earliest period 
and to the definition by lexicographers of the banking business to 
prove that the receiving of special deposits was legitimately within the 
scope of the business of banking, and within the powers of corpora- 
tions formed for the purpose of carrying on that business. That court 
said: 

‘‘A reference to the history of banking discloses that the chief, and 
in some cases the only, deposits received by the early banks, were 
special deposits of money, bullion, plate, etc., for safe-keeping, to be 
specifically returned to the depositor; that such was the character of 
the business done by the Bank of Venice (the earliest bank) and the 
old Bank of Amsterdam, and that the same business was done by the 
Goldsmiths of London and the Bank of England, and we know of none 
of the earlier banks where it was not done. The definition of the 
business of banks of deposit, in the encyclopaedias, embraces the re- 
ceiving of the money or valuables of others, to keep until called for 
by the depositors. (1 Encyclopaedia Americana; Bank 543; 1 English 
Encyclopaedia of Arts and Sciences, 833, 837, 841.) And although, in 
modern times, the business of receiving general deposits has consti- 
tuted the principal business of the banks, it cannot be said that the 
receiving of special deposits is so foreign to the banking business, that 
corporations authorized to carry on that business are incapable of 
binding themselves by the receipt of such deposits. The numerous 
cases in the books relating to special deposits in banks, disclose how 
extensively,even in modern times,this business has been and is carried 
on, and the general understanding in respect to it.” 

The decision of the New York Court of Appeals in this case was 
that national banks have power to receive special deposits, gratuitously 
or otherwise, and that when received gratuitously they are liable for 
their loss by gross negligence. 

It now being universally established that national banks have the 
power to receive special deposits as an incident of their business, it is 
without doubt true that they also have the power to rent safe deposit 
boxes for the safe-keeping of their customers’ securities and valuables 
which is also incidental to their business. No case has ever arisen 
wherein this question has been raised, therefore there is no express 
decision that they have such power. But national banks all over the 
country exercise such power, and the Comptroller of the Currency 
recognizes that they have the right to build and rent safe deposit 
boxes. The Comptroller of the Currency has held that while there is 
no provision of the statute authorizing national banks to invest con- 
siderable sums in the building of safe deposit vaults for the purpose 
of making them a prominent feature of their business, yet the invest- 
ment of a moderate amount for such purposes in cities where com- 
panies cannot properly be organized for the sole purpose of conduct- 
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ing this line of business is not open to criticism. The Comptroller 
holds the view that the matter is one largely for the discretion of the 
directors of the bank (see Pratt’s Digest 1905, page 12). 

The further question arises whether any state has power to pro- 
hibit, or to restrict or regulate, the business of renting safe deposit 
boxes by a national bank within the state. This question becomes of 
interest in view of the safe deposit legislation of the state of New 
Jersey. That state has provided for the conducting of the safe de- 
posit business in the state by its state banks, trust companies, and by 
specially organized safe deposit companies under a system of laws 
designed to exclude and prohibit all other corporations as well as 
foreign corporations from the conduct of such business. The bank- 
ing law of 1899 provides that (sec. 6) ‘‘any bank may exercise the 
powers conferred on and carry on the business of a safe deposit com- 
pany.” The trust company law of 1899 provides that such companies 
shall have power (sec. 6 subdiv. 14) ‘‘to exercise the powers conferred 
on and to carry on the business of a safe deposit company.”” The safe 
deposit company law of 1899, provides (sec. 1) ‘thereafter no cor- 
poration shall be organized for the purpose of carrying on a safe de- 
posit business in the state of New Jersey except under this act, and 
no corporation hereafter organized under any other act shall have the 
words ‘safe deposit’ as a part of its name; excepting always from this 
provision corporations organized under” bank and trust company acts. 
The safe deposit company law further provides (sec. 6.)‘‘no foreign 
corporation shall transact a safe deposit business in this state.” 

Notwithstanding a national bank is a foreign corporation doing 
business in the state, it would seem that the above prohibitions are 
inapplicable to national banks, and that it is beyond the power of the 
state of New Jersey or of any other state to prohibit a national bank 
in the state from conducting the business of renting out safe deposit 
boxes to its patrons as a part of its banking business. Furthermore, 
any restrictions or regulations provided by the state of New Jersey 
or by any other state specifically governing the safe deposit business of 
its state institutions would not be applicable to the national banks which 
rent out safe deposit boxes. It is questionable whether a state would 
have power to impose restrictions upon the safe deposit business of 
national banks or to place such business under the supervision or 
regulation of its state banking department in any way. However 
this may be, no state so far as we know has attempted to make regu- 
lations or restrictions applicable to national banks doing safe deposit 
business. One state, New Jersey, has simply made a sweeping pro- 
hibition of the doing of such business by all foreign corporations and 
by all domestic corporations, except those specially authorized. As 
applicable to national banks, as already said, we believe the state has 
no power to make such prohibition. The very fact that the state of 
New Jersey provides for and permits the conducting of a safe deposit 
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business by its own banks and trust companies is, in itself, a recogni- 
tion that the safe deposit business is an incident to the banking busi- 
ness, and it would seem, therefore, clearly beyond the power of the 
state to prohibit a national bank from conducting this incidental 
branch of their general banking business. 

True, the courts of New Jersey have held in Barrett v. Bloomfield 
Savings Institution (54 Atlantic 543; 57 Atlantic 57) that there 
is nothing in the national bank law authorizing the creation of 
national banks which saves them from being subject to the provision 
of the savings bank act of New Jersey which prohibits any other bank- 
ing institution than a savings bank from doing a savings bank busi- 
ness and that to meet the competition of a national bank, a savings 
bank could appeal to the law to prevent the national bank from seek- 
ing savings deposits. Also Attorney-General McCarter of New Jersey 
has recently rendered an opinion that in the absence of an express 
right to use the word “‘savings,” in connection with ther business con- 
veyed by the act of Congress, there is nothing in the federal legisla- 
tion which prevents the state of New Jersey from limiting the right 
to use that phrase to such institutions as shall comply with the strict 
rules governing savings banks. In the same opinion, however, the 
Attorney-General says that national banks ‘‘are of course empowered 
to receive deposits and that authority has been held to act as special 
depository.” 

But whether or not, when ultimately decided by the highest federal 
court, it will be held the state has power to prohibit a national bank 
from doing a savings bank business, or to impose restrictions on the 
conducting of such business, we are of opinion that the state of New 
Jersey, or any other state, has no power to prohibit the conducting of 
a safe deposit business by a national bank as an incident to its 
general business of banking. Its power,although not expressly granted 
by Congress, is implied from the grant of power to do all acts inci- 
dental to the business of banking. It has been expressly held by the 
Supreme Court of the United States and by other courts that national 
banks have the power to receive special deposits and as the conduct- 
ing of safe deposit business and the building and renting of safe de- 
posit boxes is virtually the safe-keeping of securities and valuables of 
a customer, along the line of improved methods, we believe it is clearly 
within the power of a national bank and that a state cannot interfere 
and prohibit it. 

The state of New York has a law providing for the incorporation 
of safe deposit companies but, differing from New Jersey, there is no 
prohibition therein of other corporations conducting a safe deposit 
business. Many national banks in the larger cities of New York state 
have built and rent safe deposit boxes in connection with their business, 
and no question has ever been raised as to their power so to do, and 
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the business is not regarded as in any way subject to the supervis- 
ion of the state. 

In conclusion it would seem that national banks throughout the 
country have power under the national bank act to build and rent safe 
deposit boxes as an incidental branch of their banking business, and 
that it is beyond the power of any state to prohibit them from so do- 
ing. The only attempt at prohibition has been by the state of New 
Jersey, if the law prohibiting foreign corporations from conducting a 
safe deposit business is to be so construed. 

Congress has made no specific regulations with regard to the con- 
duct of this business; therefore the business is one to be governed and 
regulated by the boards of directors of the national banks. 


——— 
BANKS AND BANKING IN THE UNITED STATES. 


The Comptroller of the Currency has recently caused to be com- 
pleted a summary of the latest returns in relation to the condition of 
banking institutions other than national in operation in the States. 
The returns are generally for the close of the fiscal year ended June 
30, 1907, although in some instances reports cover earlier dates. The 
summary covers reports from 13,317 banks and banking institutions, 
with capital of $806,678,262; individual deposits $8,776,755,207, and 
aggregate resources of $11,168,514,516. 

Following the summary of the resources and liabilities of state, 
etc., banks is a table relating to savings banks wherein is shown the 
number of depositors, the aggregate amount of deposits, and the 
average deposit account in each State and geographical division. 
By reason of the fact that the auditor of the State of Illinois re- 
ports separately the amount of savings deposits in state institutions 
operating savings departments, those deposits are included in the 
table in question although in the general summary reports from banks 
of that character are included with those from the commercial banks 
in the State. 

The number of savings banks from which reports were received is 
1,415. The total savings deposits reported amount to $3,690,078, 945, 
credited to $8,588,811 depositors, the average account being $429.64. 
Compared with the returns for 1906, there is shown to have been an 
increase of $207,941,747 in deposits and of 561,619 depositors, but a 
reduction of $4.15 in the average deposit account, the average in 1906 
being $433.79. 

Consolidation of the returns from State banking institutions with 
those from national banks, under date of May 20, shows 19,746 banks 
and banking institutions, with total capital of $1,690,369,179; in- 
dividual deposits of $13,099,635,348 and aggregate resources of 
$19,645,015, 950. 
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EXEMPTION OF UNITED STATES BONDS FROM 
TAXATION OF NATIONAL BANK CAPITAL. 


OLLOWING the important decision of the Supreme Court of the 
United States in the Savings Bank Cases (205 U. S. 503; B.L.J., 
June 1907 page 453) reversing the Supreme Court of Iowa and 
holding that certain savings banks in Des Moines, whose capital 
was partially invested in United States securities, were entitled to have 
deducted the value of such securities from the value of the property 
assessed to them, comes the decision of the District Court of Polk 
County, Iowa, in the case of certain national banks in Des Moines 
holding that national banks are legally entitled to the same deductions 
in their assessments on account of their investments in United States 
bonds, as state and savings banks are entitled to on account of such 
investments. 

We publish the full text of the decision of the Polk County Court 
in thisnumber. The right of certain national banks in Burlington to 
have United States bonds owned by the banks deducted from the 
valuation of the shares for purposes of taxation had been heretofore 
passed upon by the Supreme Court of Iowa adversely to the banks 
(National State Bank v. The City of Burlington, 119 Iowa, 696) but 
that decision was based on a previous decision to the same effect with 
regard to savings banks (German-American Savings Bank v. The 
City of Burlington, 118 Iowa, 84) and this foundational savings bank 
decision having been overruled by the Supreme Court of the United 
States in the Savings Bank Cases, it necessarily overturned the au- 
thority of the national bank decision and left the question of the right 
of national banks to exemption of United States securities an open 
one in the state. 

Prior to the decision of the Supreme Court of the United States 
in the Savings Bank Cases, it was not seriously contended that na- 
tional banks in Iowa were entitled to a deduction on account of the 
investment of their capital in government bonds, but from and as a 
result of that decision, the newly-arising claim for such deduction 
was based on the two-fold ground (1) that the language used by the 
Supreme Court in the Savings Bank Cases to the effect that the sav- 
ings banks were entitled to such deductions was equally applicable to 
state, savings and national banks and (2) that in view of present 
conditions whereunder state and savings banks are entitled to such 
deductions, that portion of section 5219 of the U. S. Rev. Stat. which 
provides that state taxation of national bank shares ‘‘shall not be at 
a greater rate than is assessed upon other moneyed capital in the 
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hands of individual citizens of such state”’ would require such de- 
duction in the case of national banks to avoid unjust discrimination. 

The Polk County Court points out that the Iowa tax statutes while 
nominally authorizing a tax on the shares of national bank stock as 
the property of the shareholders, in fact provides for the valuation and 
assessment of the capital, surplus and earnings of the bank as the 
property of the corporation and makes a national bank not merely the 
agent of the stockholders to pay the tax but actually liable therefor 
in the same manner and to the same extent as an individual is liable 
for taxes; and that it further secures to the national bank the right of 
reimbursement which makes it clear that it is the property of the 
national bank and not that of the individual shareholder that is 
taxed. 

After an exhaustive consideration of the subject the Polk County 
Court announces its conclusion that, ‘in view of the many decisions 
bearing upon this question, supported asthey are by the recent de- 
cision of the Supreme Court of the United States in the Savings Bank 
Cases, and the result of that decision under the provisions of section 
5219 Rev. Stat. of U. S., this court deems it its duty, and therefore 
does hold, that national banks are legally entitled to the same deduc- 
tions in their assessments on account of their investments in United 
States bonds as state and savings banks are entitled to on account of 
such investments.” 

Of course this decision only applies to the right of national banks 
located in lowa to exemption from taxation of their government bonds, 
which right is determined by the taxation situation and statutes in 
that state. In most of the states, tax systems exist whereunder state 
bank shares are taxed as the property of the shareholders as distin- 
guished from taxing the bank upon its capital so that in most of the 
states, the shareholders in state and national banks now stand upon 
the same footing, neither class being allowed to deduct from the 
value of their shares, government securities owned by the bank. But 
the decision might have important bearing in any state where national 
bank shares are taxed to their holders at full value, less only the pro- 
portionate amount of real estate owned by the bank, without deduc- 
tion for the bank’s government bond holdings, while state banks are 
taxed on their capital and are allowed under the recent supreme court 
decision to deduct the value of government bonds owned by the bank 
from the value of their taxable property. In any such state, the 
question would become pertinent, equally as in lowa, whether the al- 
lowance of deduction to state banks taxed upon their capital of the 
amount of government bonds owned by the bank and the denial of a 
similar right of deduction to holders of national bank shares by rea- 
son of the bank’s bond holdings would not operate as an unlawful dis- 
crimination against the shareholders of national banks under the re- 
quirements of section 5219 U. S. Rev. Stat. As we said in our June 
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number (page 420) ‘‘It would seem that there would be such an 
unlawful discrimination wherever a state institution, so taxed, was 
engaged in the same kind of banking business as conducted by 
the national banks, so as to be a competitor in the banking field. 
Take two competing banks in an Iowa town, for example, one a state, 
the other a national bank, each with $100,000 capital invested in 
United States securities. The individual citizens whose money was 
invested in the national bank shares would have to pay tax upon the 
full value of their shares (less bank’s real estate) without deduction of 
the value of the government bonds held by the bank; while the in- 
vestment in the state bank would escape the burden of taxation be- 
cause, from its nature, immune. There is ground for thinking that 
in such a case the shareholders of national banks could complain of 
unjust discrimination and avoid their taxes until the state changed its 
tax system and taxed the shareholders of state banks the same as it 
taxed the shareholders of national banks, instead of taxing the banks 
upon their capital; under which revised system the investments in 
both state and national banks would be treated alike and the share- 
holders of neither be allowed to deduct the value of government se- 
curities owned by the bank from the taxable value of their shares.”’ 


ORGANIZATION OF NATIONAL BANKS. 
Thirty-eight national banks, with aggregate capital of $1,920,000, 


were chartered in October, of which four were conversions of State 
_ banks, seven reorganizations of State or private banks, and 27 associa- 
‘ tions of primary organization. Of the total number chartered 26, 
with capital $690,000, were associations with individual capital of less 
than $50,000, the average being approximately $25,000, and 12 with 
total capital of $1,230,000, the individual capital being $50,000 or over. 

Under the act of March 14, 1900, and from that date to October 31, 
2,389 associations have been chartered, with a total capital of $62,- 
312,500. In the same period, but under the act of 1864, charters were 
granted to 1,284 banks, with capital of $153,117,800. This shows the 
total number of banks chartered since March 14, 1900, as being 3,673, 
with capital of $215,430,300. The addition to the number of national 
banks was greater than the number of associations in active opera- 
tion on March 13, 1900, there being at that time 3,617 associations, 
with capital of $616,308,095, and circulation outstanding to the amount 
of $254,402,730. 

At the close of the last month there were in operation 6,650 asso- 
ciations, with capital of $909,274,775, and circulation outstanding to 
the amount of $609,980,466. The net increase in number of banks, 
capital, and circulation during the year was as follows: Number of 
banks, 425; capital stock, $63,335,000; circulation outstanding, $26, - 
808,481. 





THE MOVEMENT FOR 
A CLEAN BILL OF LADING. 


T the hearing before the Interstate Commerce Commission on the 
15th of October, called to consider the tentatively prescribed 
uniform bill of lading with conditions, two forms of clean bill, 
without conditions, one for straight and one for order ship- 

ments, were presented to the Commission as a substitute, with the 
backing of a number of shipping and trade organizations. These 
forms, which were regarded as preferable by the banking interests to 

a bill with conditions, provided the Commission should see fit to pre- 
scribe them, were drafted at a meeting of the Industrial Traffic League 
held just prior to the hearing before the Commission, which meeting 
was attended by Professor Samuel Williston and Mr. Thomas B. ~- 
Paton, as Counsel for the Bills of Lading Committee of the American 4 
Bankers’ Association, and Mr. Paton was one of a committee of three ,’- 
which prepared the drafts. These two forms, which, as said, were <<. 
presented to the Commission, are shown on pages 876 and 877. 

An examination of these forms will show that one is a plain, non- 
negotiable bill of lading, to be used for straight shipments. The form 
submitted to the Commission was printed on yellow paper. The 
other form is a uniform ‘‘ order” bill of lading and the form submitted -* 
was printed on white paper. The ‘‘order” bill has the words ‘‘ order 
of” printed on the bill and with these bills in use, straight bills could > 
not be fraudulently changed to apparent order bills by the writing of = 
the words ‘‘order of” thereon. It also has a clause making void the 
indorsement ‘‘ not negotiable” if stamped thereon. In addition to an 
‘‘order ” clause, the bill contains an ‘‘ alteration’ clause and an ‘‘ in- 
spection”’ clause. All other matters are left to the law to regulate. 

Arguments were made before the Commission in favor of these 
forms, showing their simplicity and advantages and it was asserted 
that they would meet every requirement of the commercial interests. 

At the close of the hearing, the Interstate Commerce Commission 
invited additional briefs from the representatives of the various inter- 
ests present, covering the new propositions presented, to be submitted 
before November Ist and, in pursuance of that invitation, a brief was 
prepared and submitted by Mr. Paton as Counsel for the Committee on 
Bills of Lading of the American Bankers’ Association with the approval 
of the other Counsel of that Committee, in favor of the clean bill, in 
two distinctive forms. A copy of this brief is appended, following 
the two forms of clean bill. 
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ORIGINAL 


NOT NEGOTIABLE. 


Railroad Co. 


Recetved from 
the property described below, in apparent good order, except as noted 
(contents and condition of contents of packages unknown), to be trans- 


ported and delivered, in accordance with the provisions of law, in like 


good order, to consignee. 


(Insert description of articles, weight, rate, route; and car number and 


initials, tf in carload.) 
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ORIGINAL 


Uniform Order Bill of Lading. 


Railroad Company. 


Station, 


Received from the property 
described below in apparent good condition, except as noted (contents and 
condition of contents of packages unknown) to be transported and delivered 
to the order of in accordance 
with the provisions of law and the terms of this bill of lading. 

The property herein described shall not be delivered until this original 
bill of lading, properly indorsed, has been surrendered and canceled, or, in 
case of a partial delivery, a statement thereof has been indorsed hereon. 

Any stipulation or indorsement on this bill of lading that it is not 
negotiable shall be void and of no effect. 

Inspection will be permitted under this bill of lading, unless otherwise 
indorsed hereon, which indorsement shall be made at the time of issue by 
the agent, if requested by the shipper. Any alteration, addition, or erasure, 
Sraudulent or otherwise, in this bill of lading, which shall be made with- 
out the indorsement thereof hereon, signed by the agent of the carrier issuing 
this bill of lading, shall be without effect, and this bill of lading shall be 
enforceable according to its original tenor. 


Special Marks. | Consigned to erder of 


Destination 





(Insert description of articles, weights, rates, and routes; and car numbers 
and initials, if in car loads.) 
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Before the Interstate Commerce Commission. 


IN THE MATTER OF A UNIFORM BILL OF LADING. 


Additional Brief on behalf of the American 
Bankers’ Association. 


The American Bankers’ Association submits this additional brief 
of their position in relation to the form and contents of the Uniform 
Bill of Lading to be prescribed by the Interstate Commerce Commis- 
sion. It is assumed without argument that the Commission recog- 
nizes that in prescribing a uniform bill of lading, the important inter- 
ests of those who finance the shipments are as necessary to be 
provided for as are those of the shipper who supplies the goods and 
of the carrier who transports them. 

CLEAN BILL IN TWO DISTINCTIVE FORMS URGED AS PRACTICAL 
AND DESIRABLE. 

The financial interests will be best served and safeguarded by the 
prescribing of a clean bill of lading, in two distinctive forms, one for 
straight shipments and one for order shipments, with the additional 
requirements, as already stated in the supplemental brief of Professor 
Williston that there be two different kinds of paper for order bills 
and straight bills; that the words ‘‘order of” shall be printed in 
order bills; that ‘‘ not negotiable” shall be plainly printed on straight 
bills and the converse requirement that it shall not be printed on 
order bills; that duplicate or triplicate bills shall be plainly marked 
‘* duplicate” or ‘‘triplicate.” Furthermore there should be a require- 
ment of an official stamp in connection with the signature of the 
freight agent. 

The American Bankers’ Association indorse and recommend as 
best suited to their interests the two forms submitted to the Commis- 
sion by the National Industrial Traffic League, namely, the UNI- 
FORM ORDER BILL OF LADING and the NOT NEGOTIABLE 
form. These forms embody the needed requirements. They are 
printed on white and yellow paper, the order bill has the words 
‘‘order of” printed therein, and contains a provision that the stamp- 
ing of ‘‘not negotiable” on the bill shall be void and of no effect. 
The words ‘‘ not negotiable ” are printed on the straight bill and the 
bills provide a place for the official stamp in addition to the signature 
of the agent. 

The following reasons why these two forms of bills should be pre- 
scribed, are submitted: 


a. Why the Commission should prescribe a 
Clean Bill preferably to Bill with conditions. 


At the hearing on the 15th, serious objections to nearly every one 
of the conditions of the prescribed Uniform Bill were made by Ship- 
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pers’ organizations from various parts of the country not represented 
in the Joint Conference, by carriers not so represented, by organiza- 
tions in the position of consignees or payors of drafts, as well as to 
the insurance clause by the underwriting interests. These objections 
demonstrated the difficulty of reconciling these conflicting interests 
and of including in one document all the conditional clauses appli- 
cable to various kinds of shipments from different sections of the 
country. Open avowal was made by the representatives of many 
such interests that, unless conditions were inserted satisfactory to them, 
they would refuse to recognize the document as binding and would 
contest in the courts the power of the Commission to prescribe a bill 
containing conditions to which they did not agree. 

Coupled with these objections is the serious doubt, existing in 
many legal minds as to the power of the Commission to prescribe the 
terms and conditions, as distinguished from the form, of a bill of lad- 
ing. The grant of power is to prescribe such regulations and prac- 
tices with regard to the Interstate transportation of property as shall 
be reasonable. If the power is thereby given to prescribe a uniform 
bill with conditions, such conditions, as we take it, will be binding 
on all parties, carrier, shipper and assigns, whether satisfactory to all 
such parties or not, with equal force and effect as if they were enacted 
asa law, by Congress, to be read into and form part of the contract of 
the parties. This would be a legislative making power vested in the 
Commission of such far-reaching effect as to necessarily raise a 
doubt in the minds of lawyers, imbued with the principle that a leg- 
islature cannot delegate its law-making function whether, when the 
Commission assumes such power, it rightly construes the meaning of 
the legislative grant to prescribe such regulations and practices as 
may be reasonable. Until so construed by the highest court in the 
land, the doubt will remain and continually render uncertain, as to 
all non-consenting parties, the validity of prescribed clauses. 

Furthermore, if we assume the power of the Commission to pre- 
scribe uniform conditions and that in pursuance thereof the Commis- 
sion does prescribe and put into effect a bill with conditions, there 
will be no escape from the same judicial conflict as to the interpreta- 
tion and validity of certain conditions, as now exists with reference 
to various conditions in the existing forms of bills of lading. Take 
for example the provision in Section 3 of the proposed uniform Bill 
that ‘‘the amount of any loss or damage for which any carrier is liable 
shall be computed on the basis of the value of the property * * * at 
the time and place of shipment” etc. which was so seriously objected 
to before the Commission by many interests. There has been con- 
siderable conflict among the different state courts as to the validity 
of a similar condition in existing forms of bill. One citation will 
suffice. In McConnell v. Southern Railway Co. 56 Southeastern Re- 
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porter 559, the Supreme Court of North Carolina on March 5 of this 
year held such a condition void and said: ‘‘ The damages were prop- 
erly estimated upon the net value of the melons at the place of de- 
livery above commissions and expenses of sale and this notwithstana- 
ing a stipulation in the bill of lading that the measure of damages should 
be the value at the point of shipment. The consignor ships to get the 
benefit of the market price at the place of destination, and a contract 
in cases of negligence that the damages shall be measured by the 
price at the place of shipment is pro tanto an agreement for partial 
exemption for the carrier’s negligence, and is void.” 

In view of the many objections to the various conditions, of the 
difficulty of reconciling them and imposing conditions satisfactory to 
all interests in one bill; in view, further, of the doubt as to the Com- 
mission’s power to prescribe conditions which will be of binding ef- 
fect upon dissatisfied and non-consenting parties and of the uncer- 
tainty which will necessarily result; and, still further, that whatever 
conditions are prescribed, assuming them binding, they will furnish 
a basis for litigation and judicial conflict of opinion as to their mean- 
ing and validity, we respectfully urge upon the Commission the ad- 
visability and practicability of doing away entirely with the condi- 
tions and simply prescribing a clean bill of lading, in two forms, as 
above indicated. Congress in 1906 enacted a law compelling carriers 
to ‘‘issue a receipt or bill of lading” for interstate transportation. In 
direct line with this law would be the prescribing of two forms of 
clean bills, relegating the liability of the carrier to the law of the 
land and avoiding the possibility, if not probability, of having the pre- 
scribed bill with conditions upset by the federal courts as an unwar- 
ranted assumption of power. 


6. All interests except railroads better suited 
by clean bill; railroads not injuriously affect- 
ed and clean bill even preferred by some. 


We believe that all the interests, except the railroads, desire the 
clean bill of lading in preference to a bill with conditions. We under- 
stand that certain railroads are now using such form of bill, prefer- 
ably to one containing conditions on the ground that the conditional 
clauses lead to all kinds of disputes and litigation and that the clean 
bill is better for their interests. These railroads are, if our informa- 
tion is correct, the Chicago, Rock Island; Chicago, Eastern Illinois; 
and one other large Western railroad 

No realinjury is done to the carrier by relegating his liability to 
the law of the land. The law is for all, to be administered with equal 
justice toall. Why should it be distrusted? If the law of the land 
is too onerous, the prescribing of a clean bill will only hasten the en- 
actment of remedial legislation defining and establishing the rights 
and obligations of the carrier upon a fair basis. In the meantime the 
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carrier has the ability to make such rate of charge as is commensurate 
with the service performed and liability incurred and your Honorable 
Commission has the power to pass upon the reasonableness of the rate. 

We therefore urge, not as impracticable or visionary, but as a 
practicable solution of this problem, the prescribing of two forms of 
clean bill of lading, one for straight and the other for order shipments. 


c. Why two distinctive forms of 
clean bill should be prescribed. 


The safety of the vast sums loaned upon order bills and of other 
vast sums paid upon their faith, requires that the order bill of lading 
should be a separate and distinctive document from the straight bill 
which is not used asa basis for advances. The order bill of lading 
is an instrument of credit which represents the goods. The goods 
themselves are not seen in the great majority of cases; the money is 
advanced upon faith of the bill itself. Every possible safeguard 
should, therefore, be thrown around the document. 

Heretofore one form of bill has been made to serve two purposes. 
‘‘If” the word order is written, the goods will be held and delivered 
only upon surrender of the bill; ‘‘if”’ the word order is not written 
the contract is totally different. The vital essential of being an in- 
strument of credit representing the goods depends upon the ‘ if.” 
Any dishonest holder of a straight bill may for all practical purposes 
of raising money, though not legally, fulfill the condition provided by 
the ‘‘if’’ and write the words ‘order of” upon such bill, thereby 
transforming it into an apparent order bill with which he may readily 
defraud innocent persons. This form of fraud has been repeatedly 
perpetrated and should be guarded against by the issue of a separate 
order bill with the words ‘‘ order of” printed thereon. 

It is contrary to the best standards of documentary forms that one 
form of document should be made to constitute one or another kind 
of contract of totally different nature, dependent upon the insertion 
or omission of a particular clause. _For example, the State of New 
York provides four standard forms of life insurance policies—ordinary 
life, limited payment, endowment and term—and also permits the 
Superintendent of Insurance to approve and standardize certain other 
forms not contrary to the statute. But a separate form of contract is 
required for each kind of insurance. A standard term policy can, by 
its terms, be converted within the first five years, into another form 
of policy, but if converted a new policy must be issued. In this im- 
portant class of contracts, no one form is permitted to be constituted 
into one or another kind of policy by the insertion or omission of a 
particular clause. ‘The necessity of a distinctive form of order bill is 
clear and no good reason can be advanced why it should not be pre- 
scribed, with the regulations as to distinctive kind of paper and the 
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other requirements for straight and for order bills which are set 
forth above. 

The American Bankers’ Association while not appearing as objec- 
tors to the proposed uniform bill with the amendments agreed to by 
the Joint Committee after conference with the bankers, if nothing 
better can be obtained, nevertheless feel that the prescribing of the 
clean bill in two distinctive forms is the most practicable course for 
the Commission to pursue. If however the Commission, in the exer- 
cise of its judgment, decides to prescribe a uniform bill with condi- 
tions then, in addition to the Bankers’ amendments already agreed to, 
the American Bankers’ Association earnestly urges that any bill with 
conditions so prescribed be in two separate forms of bill, one for 
straight and one for order shipments, the order bill to have the words 
‘torder of ” printed thereon and the two kinds of bills to possess all 
the other requirements above asked. 

In the event of prescribing two forms of bill with conditions with 
the words ‘‘ order of” printed on the order bill, the order clause now 
existing on the bill should be amended by eliminating ‘‘if the word 
order is written in connection with the name of the party to whose 
order the property is consigned ’”’ as the bill would have the word 
‘‘order” printed on it and would not be subject to such contingency. 
The order clause in such event should simply provide that ‘‘ the 
property herein described will not be delivered until this original bill 
of lading properly indorsed, has been surrendered and cancelled, or, 
in case of a partial delivery, a statement thereof has been indorsed 
hereon.” 

In conclusion the questions dealt with herein are only such as have 
to do with the form and contents of the bill of lading. Beyond this 
the law is inadequate in certain respects to safeguard the rights of 
assignees for value of bills of lading and the Bankers’ Committee 
have prepared a draft bill for enactment by Congress, regulating the 
subject of assignability of order bills of lading and defining the rights 
of holders and liabilities of parties thereto, which it is intended to in- 
troduce at the coming session. A copy of this proposed law will be 
submitted to your Commission prior to its introduction. 

Respectfully submitted, 


THOMAS B. PATON, 
of Counsel for the Committee on Bilis of Lading, 
American Bankers’ Association. 
New York, October 28, 1907. 





BANKING LAW. 


‘THs Department embraces all the newly decided cases of importance to 

bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, the 
depositor and the bank student seeking advancement. Further information 
regarding any case published will be furnished on application. 


CHECK PAID ON UNAUTHORIZED INDORSEMENT. 


Payor bank not liable to payee who must look to drawer for money. 


Lonier v. State Savings Bank, Supreme Court of Michigan, September 20, 1907. 

One S, a customer of Lonier, drew checks payable to Lonier's order in settle- 
ment of an account, and delivered the checks to one D, a traveling salesman in the 
employ of Lonier who was sometimes directed to settle accounts. D was authorized 
to receive and send the checks to Lonier, but not to collectthem. D without authority, 
indorsed Lonier’s name as payee and received payment of the checks from the bank 
on which drawn, and the bank returned them as paid vouchers to S the drawer. D 
absconded with the money. 

In an action by Lonier, the payee, against the drawee bank to recover the 
amount of the checks as money had and received for his benefit, 

Held: Plaintiff cannot recover. The checks did not amount to an assignment of 
their amount in bank to the payee and the holder of an unaccepted check has no 
right of action thereon against the bank. Nor is the bank liable as for money had 
and received to his benefit. 

(NoTE.—This case indicates that the remedy of Lonier to whom the checks were 
made payable would be against the customer for the balance of account for which the 
checks were given but never collected by Lonier; and the customer, in the event his 
checks were held to have been indorsed and collected without authority, would have 


a right of action against his bank for paying money on a forged or unauthorized in- 
dorsement of his checks. Ed.) 


Error to the circuit court for Washtenaw county, E. D. Kinne, 
judge. 


Action by Louis Lonier et al. against State Savings Bank. De- 
fendant had verdict. Plaintiff brings error.—Affirmed. 


Hooker, J. This cause was disposed of on the conclusion of plain- 
tiff’s testimony, a verdict for defendant being directed. The testi- 
mony was in substance that plaintiffs were merchants and defendant the 
banker of their customer. They employed one Donaldson as a drum- 
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mer, and it was his duty to sell goods, and sometimes he was directed to 
settle accounts. On June 13, 1906, Staebler & Co. were indebted tothe 
plaintiffs. Donaldson called upon them and settled the account, tak- 
ing their bank check payable to plaintiffs or their order for $92.30. 
Donaldson took the check to defendant bank upon which it was drawn, 
and without authority endorsed the names of the payees upon the back 
of the check and received the money uponit. The bank charged the 
check to Staebler & Co. and returned them the check marked paid. 
Donaldson never accounted to the plaintiffs for the money. 

About a month later Donaldson again called on Staebler & Co. to 
sell goods, and again made a settlement of account, Staebler & Co. 
again giving their check, payable as before, for $101.50, and again 
Donaldson collected the money in the same way and without authority, 
and in due time the check was returned to Staebler & Co. in the course 
of business, being charged by the bank against their account. Donald- 
son never accounted for this money, but absconded. 

This action is brought against the Savings Bank to recover the 
amounts of plaintiffs’ claims represented by the checks. Donaldson 
violated his instructions, which were to send such checks to the payees, 
and he was never authorized to use their name upon commercial 
paper. Plaintiffs were ignorant that he had so used their name until 
after he absconded. 

The declaration contained a special count alleging the foregoing 
facts, and a count for money had and received for plaintiffs’ benefit. 

We understand that counsel for plaintiffs do not claim a recovery 
upon the checks, but upon the theory that the bank has received 
money for their use and benefit. 

The facts are that Staebler & Co. had money in the bank upon de- 
posit, and drewthese checks against their account. The bank paid 
the checks and charged them against Staebler & Co. and in due course 
of business the checks passed to Staebler & Co., presumably on a peri- 
odical balancing of Staebler’s bank book. Apparently these things 
were done when both the bank and Staebler & Co. supposed that the 
checks had been paid to one authorized to collect them. 

Counsel for the plaintiffs maintain that this was in effect a settle- 
ment of the drawer’s account with the bank, after which it was in pos- 
session of a fund equitably belonging to the true owner of the checks. 

Counsel for defendant rely upon three cases in alleged contra- 
vention of this claim. First National Bank v. Whitman, 94 U. S. 
343, and our own cases of Brennan v. Mfrs. Bank, 62 Mich., 346, and 
Grammel v. Carmer. See also C. H. D. Co. v. Bk. 31 L. R. A., 653. 

Under the Michigan cases cited, this court is committed to the 
doctrine that the holder of an unaccepted check has no right of action 
against the drawee, and that the check does not operate as an assign- 
ment of the amount named in it in the drawee’s hands, a doctrine 
supported by the Federal case mentioned. Although there is a want of 
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harmony in the cases, those in Illinois especially indicating a differ- 
ent doctrine, we see no occasion to depart from the rule as heretofore 
settled for this state. 

Neither is this a case where it can be said that plaintiff has a 
cause of action for money paid to the bank for his use and benefit. 
The money was deposited in the bank, not to the plaintiff’s use and 
benefit, but forStaebler & Co. This deposit created the relation of 
debtor and creditor as between them, and it has never been changed 
either by an assignment of Staebler & Company’s claim against the 
bank, or in any other way. See Tiff. Justice Guide, 780, et seq. Perley 
v. Muskegon, 132 Mich., 132,135. See also Grammel v. Carmer supra, 
citing Gibson v. Cooke, 20 Pick., 15, of which it says: 

‘In Gibson v. Cooke, 20 Pick. 15, it appeared that a party had 
drawn a bill which was dishonored for want of funds. Afterwards the 
drawer remitted funds expressly to meet that and another small bill 
which had previously been drawn. The drawee paid the small bill, 
but refused to pay the other. It was held that the payee could not 
maintain an action against the drawee for the amount, there being no 
privity of contract between them. If any case could be conceived 
whose facts would support such an action, this must be such a case, 
for here the funds were remitted for the express purpose of paying 
the bill sued upon.” 

The judgment is affirmed. 


TAXATION OF NATIONAL BANKS IN IOWA. 


Holders of National Bank shares entitled to same deductions on account of bank’s 
investments in United States bonds, as state and savings banks are entitled to on 
account of such investments. 


Des Moines National Bank, Citizens National Bank, et al., v. City of Des Moines, et al., District Court, 
Polk County, Iowa, October, 1907. 


In a suit by plaintiffs, national banks, to establish the privilege, which is the right 
of state and savings banks by virtue of the decision of the U.S. Supreme Court in 
the Savings Bank Cases, 205 U.S. 503, to deduct from the assessment on their shares 
of stock, the amount of the banks’ capital invested in United States bonds, 

Held: In view of the many decisions bearing upon these questions which are 
supported by the recent decision in the Savings Bank Cases and in view of the result 
of that decision under the provisions of Section 5219 U. S. Revised Statutes, this court 
holds that national banks are legally entitled to the same deductions in their assess- 
ments on account of their investments in United States bonds, as state and savings 
banks are entitled to on account of such investments. 


For plaintiff: Hager & Powell, Des Moines, Iowa. 


James A. Howe, Judge. These cases involve the right of the state 
to tax shares of stock in a national bank when the property of the cor- 
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poration, represented by such shares of stock, is invested in United 
States bonds. 

The plaintiffs are national banks, and claim the privilege, which 
is the right of state and savings banks by virtue of the recent decision 
of the Supreme Court of the United States in the Savings Bank cases, 
205 U.S. 503, to deduct from the assessment on their shares of stock, 
based on the capital, surplus and undivided earnings, of the corpora- 
tion, the amount thereof investedin United States bonds. This privi- 
lege was denied plaintiffs by the defendants, and from such action of 
the defendants the plaintiffs appeal to this court. 

The question involved in these cases was before the Supreme Court 
of this State in National State Bank v. City of Burlington, 119 Iowa, 
696, and was there decided adversely to the bank. That case, how- 
ever, was decided on the authority of the German-American Savings 
Bank v. City of Burlington, 118 Iowa, 84, which is overruled by the 
decision in the Savings Bank cases. In the National State Bank case 
it was held that the method provided by our statute, for the taxation 
of national banks, is substantially the same as that provided for the 
taxation of state and savings banks. In the opinion, speaking of the 
assessments in the two cases, it was further said: ‘‘ The assessments 
of the two banks were fixed by the same resolution of the Board of 
Review, and on the same basis; and the decision in the former case 
must be controlling in this, unless we shall conclude either that we 
reached an erroneous conclusion in the former case, or that the charac- 
ter of the bank now before us as a national bank makes inapplicable 
the principles applied in the former case to the assessment of a sav- 
ings bank.” 

The Supreme Court of the United States has since held, in the 
Savings Bank cases, that the Supreme Court of Iowa reached an erro- 
neous conclusion in the German-American Savings Bank case. The 
rule announced in that case, by the supreme court of this state, there- 
fore no longer prevails; the contrary is now the law. The German- 
American Savings Bank case being no longer authority, the National 
State Bank case, which was based upon it, likewise ceases to be an 
authority. This being true the question presented would now seem to 
be an open one in this state. 

Section 1322 of the Code provides: 

“Shares of stock of national banks shall be assessed to the individual stcckhold- 
ers at the place where the bank is located. Shares of stock of state and savings banks 
and loan and trust companies shall be assessed to such banks and loan and trust 
companies and not to the individual stockholders. At the time the assessment is 
made, the officers of national banks shall furnish the assessor with a list of al] the 
stockholders and the number of shares owned by each, and he shall list to each stock- 
holder under the head of corporation stock the total value of such shares. To aid the 
assessor in fixing the value of such shares, the corporations shall furnish him a veri- 
fied statement of all the matters provided in the preceding section, which shall also 
show, separately, the amount of capital stock, and the surplus and undivided earn- 
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ings, and the assesscr, from such statement and other information he can obtain, in- 
cluding any statement furnished to and information obtained by the auditor of state, 
which shall be furnished him on request, shall fix the value of such stock, taking into 
account the capital, surplus and undivided earnings. In arriving at the total value 
of the shares of stock of such corporations, the amount of their capital actually invest- 
ed in real estate, owned by them, shall be deducted from the real value of such shares, 
and such real estate shall be assessed as other real estate, and the property of such 
corporations shall not be otherwise assessed.” 

Section 1325 of the Code provides: ' 

“The corporations described in the preceding sections shall be liable for the pay- 
ment of the taxes assessed to the stockholders of such corporations, and such tax shall 
be payable by the corporation in the same manner and under the same penalties as in 
case of taxes due from an individual taxpayer, and may be collected in the same man- 
ner as other taxes, or by action in the name of the county. Such corporations may 
recover from each stockholder his proportion of the taxes so paid, and shall have a 
lien on his stock and unpaid dividends therefor. If the unpaid dividends are not suffi- 
cient to pay such tax, the corporation may enforce such lien on the stock by public 
sale of the same, to be made by the sheriff at the principal office of such corporation 
in this state, after giving the stockholders thirty days’ notice of the amount of such 
tax and the time and place of sale, such notices to be by registered letter addressed 
to the stockholder at his post-office address, as the same appears upon the books of 
the company, or is known by its secretary.” 


It will be observed that our statute providesthat: ‘‘ Shares of stock 
of national banks shall be assessed to the individual stockholders,” 
while ‘‘shares of stock of state and savings banks * * * shall be as- 
sessed to such banks * * * and not to the individual stockholder;” 
that such assessment is based upon the value of the ‘‘ capital, surplus 
and undivided earnings” of the corporation, less the amount thereof 
invested in real estate; that thecorporation, in the event of its failure 
to pay such taxes, is subject to the same penalties as an individual 
who fails to pay his taxes; and that after paying such taxes the cor- 
poration is invested with the right to recover the amount paid from 
the individual stockholders in proportion to their respective shares of 
stock. 

The state may levy atax upon a franchise granted by it, and upon 
the right of succession to property which is conferred by the statute; 
Society for Savings v. Coite, 6 Wallace 594; Provident Institution v. 
Massachusetts, 6 Wallace 611; Hamilton County v. Mass., 6 Wallace 
632; Ins. Co. v. N. Y., 134 U. S. 594; Plummer v. Coler, 176 U. S. 
115. But this rule has no application to the cases at bar, for the rea- 
son that national banks are created by Act of Congress and not by 
state law; and furthermore the statute under consideration expressly 
provides what is to be considered in making the assessment and does 
not include either franchise or right of succession. 

The first question presented is whether, in so far as national banks 
are concerned, the tax provided by the foregoing sections of the stat- 
ute is, in fact, a tax upon the ‘‘shares of stock” as the property of the 
shareowners, or a tax upon the ‘‘capital, surplus and undivided earn- 
ings,’’ as the property of the corporation. 
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The rule invoked to sustain the action of the defendants is that 
laid down in the case of Van Allen v. The Assessors, 3 Wallace 573. 
The doctrine of that case is, that a tax on the shares is not a tax on 
the capital of the bank; that the corporation is the legal owner of all 
of the property of the bank, real and personal; that within the powers 
conferred upon it by the charter, and for the purposes for which it 
was created, it can deal with the corporate property as absolutely as 
a private individual can deal with hisown. In the opinion it is said: 
‘*The interest of the shareholder entitles him to participate in the net 
profits earned by the bank in the employment of its capital, dur- 
ing the existence of its charter, in proportion to the number of 
his shares; and upon its dissolution or termination to his propor- 
tion of the property that may remain, of the corporation, after the 
payment of its debts. This isadistinct independent interest or prop- 
erty held by the shareholder like any other property that may belong 
tohim. Now it is this interest which the Act of Congress has left 
subject to taxation by the states under the limitations prescribed,” 

Following the Van Allen case the doctrine there laid down was 
reaffirmed in People v. Tax Commissioners, 4 Wallace 244, and has 
since been recognized and followed but never extended. Referring 
to the Van Allen case, in the Savings Bank cases, it is said: ‘‘itis safe 
to say that the distinction established in the Van Allen case has al- 
ways been observed by this court, and that, although taxes by states 
have been permitted which might indirectly affect United States se- 

~curities they have never been permitted in any case except where the 

tax has been levied upon property which is entirely distinct and in- 
dependent from these securities; on the other hand, whenever, as in 
these cases, the tax has been upon the property of the corporation so 
far as that property has consisted of such securities it has been held 
void.” , 

The theory of the Van Allen case, and those which support the 
rule there laid down, is, that the tax was not upon the corporation’s 
holdings of bonds, but on the stockholder’s holdings of stock, and in 
every instance where it has been sustained the tax was assessed upon 
the property of the shareholder and not upon the property of the cor- 
poration. 

By reason of the rule laid down in the Van Allen case, and in those 
cases in which that rule has since been recognized and applied, it was 
not seriously contended that, under our statute governing the taxa- 
tion of national banks, they were entitled to a deduction on account 
of the investment of their capital in government bonds until after the 
decision of the Savings Bank cases; and from, and as a result of that 
decision, their present claim finds twofold support; first, in that lan- 
guage used by the court in those cases equally applicable to state, 
savings and national banks; and, second, in the result of the applica- 
tion to present conditions of that portion of sec. 5219 of the Revised 
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Statutes of the United States, wherein, in relation to state taxation 
of national banks, it is provided: ‘‘that the taxation shall not be at 
a greater rate than is assessed upon other moneyed capital in the 
hands of individual citizens of such state.” 

In the Savings Bank cases the court said: ‘‘The fair interpreta- 
tion of the law is that the taxes are upon the property of the banks. 
In the valuation for taxation the assessor is required to take into ac- 
count the capital, surplus and undivided earnings, must be furnished 
with a verified statement of all matters provided by the preceding sec- 
tion, which by reference is seen to be a detailed statement showing 
the assets of the bank. It is true that the assessor may resort to other 
information he can obtain, but,although capital,surplus and undivided 
earnings are expressly named, nothing is said of the franchise and 
good will, essential factors of the value of the shares, though not of 
the value of the assets of the bank. People v. Coleman, 126 N. Y. 
433. Moreover, the section closes with the words, ‘and the property 
of such corporation shall not be otherwise assessed,’ which plainly im- 
plies that the assessment already provided for is in substance an as- 
sessment upon the property of the corporation. That the law was 
administered upon the theory that the tax was upon the property of 
the corporation is signally illustrated by the proceedings in these 
cases. The valuation was first make on the exact figures of the capital, 
surplus, and undivided earnings, deducting the holdings of United 
States securities. Then, upon being advised that the deduction was 
erroneous the assessor corrected the valuation by adding the value of 
the securities deducted. We therefore conclude that the substantial 
effect of the law is to require taxation upon the property, not includ- 
ing the franchise of the banks, and that the value of the shares, as- 
certained in a manner appropriate to determine the value of the assets, 
is only the standard of measure by which the taxable valuation of that 
property is determined.” 

The power to borrow money on the credit of the United States is 
one of the most important and vital functions of the government and 
its exercise is a means of supplying the necessary resources to meet 
exigencies in times of peace or war. But this function or power would 
be of no avail if another government might tax it at its discretion. 
Bank of Commerce v. N. Y., 2 Black 620. 

If we measure the power of taxation residing in a state by the ex- 
tent of the sovereignty which the people of a single state possess 
and confer on its government, we have an intelligible standard appli- 
cable to every case to which the power may be applied, we have a 
principle which leaves the taxing power of the people and property 
unimpaired, which leaves to a state the command of all its resources, 
and which places beyond its reach all those powers which are conferred 
by the people of the United States on the government of the Union 
and all those means which are given for the purpose of carrying those 
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powers into execution. We have a principle which is safe for the 
state and safe forthe Union. Bank of Commerce v. N.Y., 2 Black, 620. 

A tax of owners of shares of stock in a corporation on account of 
their shares of stock is not a tax upon United States securities owned 
by thecorporation. Savings Bank Cases, 205 U. S. 503. 

But a tax on the value of the capital is a tax on the property in 
which the capital is invested. Railroad Co. v. Penna. 198 U. S. 341; 
Stapylton v. Thaggard, 91 Fed. Rep. 93; Nat’l Bank of Virginia v. 
Richmond, 42 Fed. Rep. 877; Brown v. French, 80 Fed. Rep. 166. 

It is only when the stock in the hands of the stockholders is a dis- 
tinct subject matter of taxation from the property or right of the 
bank that the state may tax the shares of stock of a bank whose prop- 
erty is invested in U. S. bonds. Owensboro Nat’l Bank v. Owens- 
boro, 173 U. S. 664. In determining whether a statute provides a tax 
upon the shares of stock or upon the property of the bank the court 
will look to the substance and effect of the statute as well as to its 
language. Home Ins. Co. v. New York, 134 U. S. 594. 

Congress has power to borrow money on the credit of the United 
States. The contract it makes, the stock or bond it issues, is the evi- 
dence of a debt created by the exercise of such power, and such con- 
tract, stock or bond, no state has the power directly or indirectly to tax. 

A tax on government bonds is a tax on the contract, a tax on the 
power to borrow money on the credit of the United States, and conse- 
quently repugnant to the United States. Weston v. City of Charleston, 
2 Peters, 448. 

A state is wholly without power to levy any tax either direct or in- 
direct upon national banks, their property, assets or franchises, except 
when permitted to do so by the legislation of Congress. Bank Tax 
Cases, 2 Wallace, 200; Owensboro Nat’! Bank v. Owensboro, 173 U.S. 
664; Weston v. City of Charleston, 2 Peters 448; Bank v. N. Y., 2 
Black, 620. 

National banks are instrumentalities of the Federal government, 
created for a public purpose, and as such subject to the paramount 
authority of the United States. It follows that an attempt by a 
state to define their duties or control the conduct of their affairs is 
absolutely void, whenever such attempted exercise of authority ex- 
pressly conflicts with the laws of the U. S., and either frustrates the 
purpose of the national legislation or impairs the efficiency of these 
agencies of the Federal Government to discharge the duties for the 
performance of which they were created. Owensboro Nat’l Bank v. 
Owensboro, 173 U. S. 664; Davis v. Elmira Savings Bank, 161 U. S. 
283; McCulloch v. Md., 4 Wheaton 316; Osborne v. Bank of the 
U. S., 9 Wheaton 738. 

In the case of Bradley v. The People, 4 Wallace 459, it issaid: ‘‘In 
the Van Allen case asin this it was contended that the tax on the 
capital was equivalent to a tax on the shares, as respected the share- 
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holders, but the position was answered that, admitting it to be so, 
yet, inasmuch as the capital of the state banks may consist of the bonds 
of the United States, which were exempt from state taxation, it was not 
easy to see that the tax on the capital was an equivalent to a tax on 
the shares.” 

In Owensboro National Bank v. Owensboro, 173 U. S. 664, the 
Court, speaking of the Van Allen Case, said: ‘‘It is patent from the 
opinion of the Court that if the shares of stock had been considered 
as inany wise the equivalent of the bonds in which the property of 
the bank was invested the tax would have been held invalid, despite 
the authority to tax stock given by the Act of Congress, as such au- 
thority would not have been construed as authorizing a violation of 
the faith of the United States by taxing bonds issued by the Govern- 
ment which were not subject to taxation.” 

In National Bank v. Commonwealth, 9 Wallace 553, it is said:— 
‘It has been established as the law governing this court that the 
property or interest of a stockholder in an incorporated bank, com- 
monly called a share, the shares in the aggregate totality being call- 
ed sometimes the capital stock of the bank, is a different thing from 
the moneyed capital of the bank held and owned by the corporation. 
This capital may consist of cash, or of bills and notes discounted, or 
of real’estate combined with these. The whole of it may be invested 
in bonds of the government or in bonds of the states, or in bonds and 
mortgages. In whatever it may be invested it is owned by the bank as 
a corporate entity, and not by the stockholders. A tax upon this 
capital is a tax upon the bank, and we have held that when the capital 
was invested in the securities of the Government it could not be 
taxed, nor could the corporation be taxed as the owner of such 
securities.” 

The doctrine of the Bank Tax Cases is, that a tax laid on banks on 
a valuation equal to the amount of their capital stock paid in, or se- 
cured to be paid in, is a tax on the property of the institution; and 
when that property consists of stocks of the Federal Government, the 
law laying the tax is void. Bank Tax Cases, 2 Wallace, 200. 

In that case it is said: ‘‘Now, when the capital of the bank is re- 
quired or authorized to be invested in stocks, and among others in 
United States stocks, under their charter or articles of association, 
and this capital thus invested is made the basis of taxation of the 
institutions, there is great difficulty in saying that it is not the stock 
thus constituting the corpus or body of the capital that is taxed. It 
is not easy to separate the property in which the capital is invested 
from the capital itself. It requires some refinement to separate the 
two thus intimately blended together. The capital is not an ideal, 
fictitious, arbitrary sum of money set down in the articles of associa- 
tion, but in the theory and practical operation of the system is com- 
posed of substantial property, and which gives value and solidity to 
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the stock of the institution. It is the foundation of its credit in the 
business community. The legislature well knew the peculiar system 
under which these institutions were incorporated, and the working of 
it; and, when providing fora tax on their capital a¢ a valuation they 
could not but have intended a tax upon the property in which the 
capital had been invested.” 

In New Orleans v. Houston, 119 U. S. 265, decided under a stat- 
ute very similar to ours, the Court said: ‘‘It is quite apparent from 
the language of the whole section that, while nominally the taxes au- 
thorized are not to be assessed upon the capital stock of the corpora- 
tion in the aggregate and as its property, yet in substance that is its ef- 
fect. The taxes are assessed upon the actual shares as registered in 
the names of individual shareholders, but are to be paid by the cor- 
poration, so that while the form and mode of taxation is changed, its 
substance remains as though assessed against the corporation by name. 
* * * A tax such as that sought to be imposed upon the company by 
the appellees, is a tax upon the corporation within the meaning or the 
prohibition of its charter, because it is compelled to become surety 
for taxes nominally imposed upon its stockholders, and is made liable 
primarily for their payment; a payment which, in substance, must 
be made out of the corporate property, without other recourse than 
an action against individual stockholders to recover the amount ad- 
vanced on their accounts.” 

Whenever the state bank is entitled to have deducted from the value 
of its assessable property the amount of its investment in United States 
bonds, then the national bank is entitled to the same right. Marion 
National Bank v. Burton, 90 S. W. Rep. (Ky.) 944. 

In the trial of these cases the plaintiffs have offered and introduced 
evidence to show, and the facts appear from the record without con- 
troversy, that the savings banks which were plaintiffs in the Savings 
Bank Cases, and other state and savings banks as well, are engaged 
in the same kind and character of business as, and in the same locality 
with, these plaintiffs, all being engaged in a general banking business 
in competition with one another. This presents the inquiry, ‘‘ What 
is other moneyed capital in the hands of individual citizens,” within 
the meaning of the language as used by the Congress of the United 
States in Section 5219 of the Revised Statutes ? 

In this section of the statute is found the measure of the power 
of the state to tax national banks, their franchises, shares, assets and 
property. 

The purpose of this provision of the statute is well expressed in 
Jenkins v. Neff, 186 U. S. 230, where it is said: ‘‘A tax upon the 
money of individuals, invested in the form of shares of stock in na- 
tional banks, would diminish their value as investments and drive the 
capital so invested from this employment, if at the same time similar 
investments or similar employments under the authority of state laws 
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were exempt from an equal burden. The main purpose, therefore, 
of Congress in fixing limits to state taxation on investments in the 
shares of national banks was to render it impossible for the state, in 
levying such a tax, to create and foster an unequal and unfriendly 
competition by favoring institutions or individuals carrying on a simi- 
lar business and operations and investments of a like character. The 
language of the Act of Congress is to be read in the light of this 
policy.” 

The words, ‘‘at a greater rate than is assessed upon other moneyed 
capital in the hands of individual citizens,” refer to any other process 
of assessment, which in the case of national bank shares, includes both 
their valuation and the rate of percentage on such valuation. Boyer 
v. Boyer, 113 U. S. 689. 

The meaning of the words, ‘‘ moneyed capital in the hands of in- 
dividual citizens,” was fully considered and the expression defined in 
Mercantile Bank v. New York, 181 U. S. 138, at page 136, where it is 
said: ‘The business of banking, as defined by law and custom, con- 
sists in the issue of notes payable on demand, intended to circulate as 
money where the banks are banks of issue; in receiving deposits pay- 
able on demand; in discounting commercial paper; in making loans 
of money on collateral security; buying and selling bills of exchange; 
negotiating loans, and dealing in negotiable securities issued by the 
government, state and national, and municipal and other corpora- 
tions. These are the operations in which the capital invested in na- 
tional banks is employed, and it is the nature of that employment 
which constitutes it in the eye of the statute ‘moneyed capital.’ 
Corporations and individuals carrying on these operations do come 
into competition with the business of national banks, and capital in 
the hands of individuals thus employed is what is intended to be de- 
scribed by the Act of Congress. 

The difficulty with our statute is that though it nominally au- 
thorizes a tax on the shares of stock it does not provide for the as- 
sessment of such shares at their value as the property of the individ- 
ual shareholder, but in fact provides for the valuation and assessment 
of the capital, surplus and undivided earnings of the bank as the 
property of the corporation, and makes the corporation not merely 
the agent of the stockholder to pay the tax but actually liable there- 
for, together with the penalties thereon, in the same manner and to 
the same extent as an individual is liable for the taxes, and penalties 
thereon, assessed against his own property; and though it secures to the 
corporation the right of reimbursement it makes it clear that it is the 
property of the corporation and not that of the individual shareholder 
that is taxed by providing that so much of the property of the cor- 
poration as is invested in real estate shall be deducted, and by further 
providing that the property of such corporation shall not be otherwise 
assessed. 
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It is with reluctance that this court abandons a rule laid down by 
the Supreme Court of this State, before that court has itself done so, 
but, in view of the many decisions bearing upon these questions, sup- 
ported as they are by the recent decision of the Supreme Court of the 
United States, in the Savings Bank Cases, and the result of that de- 
cision under the provisions of Section 5219 of the Revised Statutes 
of the United States, thiscourt deems it its duty, and therefore does 
hold, that national banks are legally entitled to the same deductions 
in their assessments, on account of their investments in United States 
bonds, as state and savings banks are entitled to on account of such 
investments. 


ATTACHMENT OF PROPERTY REPRESENTED BY 
PLEDGED BILL OF LADING. 


Attaching creditor kas no greater rights than shipper, and attachment is subject to 
rights of holder to whom bill of lading has been pledged. 


Walsh, Boyle & Co. v. First National Bank of Hiawatha, Kan., Supreme Court of Illinois, June 19, 1907; 
rehearing denied October 9, 1907. 


A milling company in Kansas shipped a carload of flour consigned to itself at 
Chicago, with direction to notify W. B. & Co, at that place. The milling company 
attached the bill of lading to a sight draft on W. B. & Co. and deposited and received 
credit for the draft in a Kansas bank. 

W. B. & Co. attached the flour in Chicago, for breach of warranty of the milling 
company on a prior shipment, claiming it was the property of that company. The 
Kansas bank intervened. 

Held: The bank is entitled to the flour as against the attaching creditor of the 
shipper. The indorsement and delivery of the bill of lading to the bank was a sym- 
bolical delivery of the flour to the bank and vested title thereto in it. The attaching 
creditor acquired no better right to the flour than the milling company had when the 
writ was levied. 


Appeal from Branch Appellate Court, First District, on Appeal 
from Circuit Court, Cook County; Homer Abbott, Judge. 


Attachment proceedings by Walsh, Boyle & Co. against the McGuire 
Milling Company, in which the First National Bank of Hiawatha, Kan., 
intervened. From a judgment of the Branch Appellate Court for the 
First District, reversing a judgment for plaintiff,it appeals. Affirmed. 


On October 9, 1905, the McGuire Milling Company shipped a car- 
load of flour, consisting of 923 sacks, from Hiawatha, Kan., consigned 
to itself at Chicago, with a direction to notify Walsh, Boyle & Co. 
The next day the milling company indorsed the bill of lading and 
delivered it to the First National Bank of Hiawatha, Kan., with a 
sight draft attached, drawn by the milling company on Walsh, Boyle 
& Co. for $702. The milling company was a regular customer and 
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depositor with the First National of Hiawatha, and the draft and 
other items, aggregating $852.22, were entered on a deposit slip, 
which was marked, ‘‘Paid October 10, 1905.” The amount of the 
draft and other items was credited to the deposit account of the mill- 
ing company by the bank, and the draft, with the bill of lading at- 
tached, was forwarded to the First National Bank of Chicago, its cor- 
respondent at that place, for collection. The car load of flour arrived 
in Chicago, and on October 19, 1905. Walsh, Boyle & Co. brought a 
suit in assumpsit in the circuit court of Cook county against the mill- 
ing company for damages resulting from an alleged breach of war- 
ranty that certain other flour sold by the milling company to 
them was of like quality with a previous shipment, and, upon an 
affidavit of nonresidence of the milling company, obtained a writ 
of attachment, which was levied on the carload of flour for which the 
First National of Hiawatha held the billoflading. Thedraft was not 
paid, and was returned to that bank, but was not charged back to the 
milling company, and the First National of Hiawatha did not receive 
the amount represented by it or any part of it. The First National 
Bank of Hiawatha filed its interplea, claiming the flour seized by vir- 
tue of the writ of attachment, and Walsh, Boyle & Co. replied that 
the flour was not the property of the bank, but was the property of 
the milling company, the defendant in the attachment writ. 

Held (by Cartwright, J. after stating the facts): The indorsement 
and delivery of the bill of lading to the First National Bank of Hia- 
watha operated as a symbolical delivery of the flour, and had the ef- 
fect of transferring the same and vesting the title to it in that bank. 
Michigan Central Railroad Co. v. Phillips,60 Ill. 190; Lewis v. Spring- 
ville Banking Co., 166 Ill. 311. The transaction between the Hiawatha 
bank and the milling company was an ordinary business one, of every- 
day occurrence, entirely free from fraud or fraudulent intent. There 
was no claim of fraud or collusion affecting the rights of Walsh, Boyle 
& Co. or any creditor, and the writ was not based on any charge of 
that kind, but on the nonresidence of the milling company. There 
being no claim of any fraudulent transfer, the simple question was 
whether the flour was the property of the milling company or of the 
First National of Hiawatha. In such a case an attaching creditor 
only obtains the rights which the debtor has in the property at the 
time of the levy of the writ. One claiming to bea creditor of another 
and levying a writ of attachment is not a bona fide purchaser for a 
valuable consideration. He parts with nothing in exchange for the 
property and does not take it in satisfaction of hisclaim or debt. The 
property is merely seized and held for the purpose of having it after- 
ward appropriated to the payment of adebt, if a debt shall be proved, 
and Walsh, Boyle & Co. by the attachment, acquired no better right 
to the flour than the milling company had when the writ was levied. 
Kinnah v. Kinnah, 184 Ill. 284; Schweizer v. Tracy, 76 Ill. 345; 
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Samuel v. Agnew, 8o III. 553; 4 Cyc. 632; 3 Am. & Eng. Ency. of Law 
(2d Ed.) 222. 

The milling company had transferred the flour to the First National 
of Hiawatha by the indorsement and delivery of the bill of lading, 
and that bank had given credit on the deposit account for the amount 
of the draft. The milling company would have had no right to re- 
possess itself of the flour without payment of the draft, and Walsh, 
Boyle & Co had no better right. This is true, whether the amount 
of the credit by the bank had been checked outornot. Walsh, Boyle 
& Co. was to have the bill of lading and flour on payment of the draft, 
but not without. The First National of Hiawatha was in no sense 
the agent of the milling company to collect the draft payable to their 
order. If that bank exercised proper diligence and failed to obtain 
payment of the draft, it could charge it back tothe milling company; 
but it is clear that until that should be done the milling company 
would have noright to the flour. Neill v. Rogers Bros. Produce Co., 
41 W. Va. 37; Haas v. Old Nat. Bank, 91 Ga. 312. Inthe case of Al- 
pine Cotton Mills v. Weil Bros., 129 N. C. 452, the credit originally 
entered had been canceled, when payment of the draft was refused, 
by charging it back, so that Weil Bros. had a right to the return of 
the bill of lading and the draft. 

Counsel for Walsh, Boyle & Co. rely upon the decision in Warman 
v. First National Bank, 185 III. 60, and other cases declaring the rule 
that a mere credit by a bank to a depositor, no part of which has been 
paid out, does not give the bank the character of an innocent purchaser 
for value of commercial paper, so as to cut off equities and defenses 
to the same; but, so far as we can see, that rule has no relation to this 
case. There can be no dispute of the proposition that the title to the 
flour was in the First National Bank of Hiawatha and not in the mill- 
ing company, and the application of rules of law to the facts neces- 
sarily led to the judgment of the Appellate Court in favor of the First 
National Bank of Hiawatha. 


The judgment of the Appellate Court is affirmed. 
Judgment affirmed. 


TAX ON BANK PRESIDENTS IN GEORGIA. 


Witham v. Stewart, Tax Collector, Supreme Court of Georgia, August 10, 1907. 


Section 2 of par. 2 of the Act of the General Assembly, approved 
December 16, 1902, provides that a ‘‘specific tax” of $10 for each of 
the fiscal years 1903-1904 shall be levied ‘‘ upon the presidents of each 
of the express, telegraph, steamboat, railroad, street railroad, tele- 
phone, electric-light, sleeping and palace car companies, banks, build- 
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ing and loan associations and gas companies doing business in this 
state.” 

In an action by W. S. Witham against A. P. Stewart, Tax Collector, 
for an injunction, it is 

Held: Under the provisions of the act, where it appears that the 
same person is president of two or more banks, a tax of $10 may be 
collected from such person for each bank of which he is president. It 
appearing in the present case that the plaintiff in error was the presi- 
dent of several banks doing business in this state, he was liable to be 
taxed in the amount specified in the above act for each bank of which 
he was president. The tax in question is not repugnant to par. 1, sec. 
2, Art. 7, of the state constitution; nor is such tax obnoxious to the 
fourteenth amendment to the Federal Constitution as denying to any 
person ‘‘the ejual protection of the laws.” 

It appearing that the president of the banks from which the taxes 
were sought to be collected was a resident of Fulton County, it was 
proper for the tax collector of that county to collect the amount due 
by such president as taxes under the provisions of this act above re- 
ferred to; and the court did not err in refusing to enjoin a collection 
of the same. 


CONDITIONAL INDORSEMENT OF NOTE SECURED 
BY MORTGAGE. 


Smith v. Bradley, et al., Supreme Court of North Dakota, August 3, 1907. 


One Bradley, who was payee in certain promissory notes which 
were secured by a chattel mortgage, sold and transferred such notes, 
together with the mortgage, and at the same time indorsed upon the 
back of the notes the following: 

‘* By agreement with recourse after 
all security has been exhausted, 
waiving protest. 

£. R. Bradley.” 

Held that such conditional indorsement obligated Bradley to pay 
only such balance as might be due after the security has been ex- 
hausted. Further, until such security is exhausted, no cause of action 
accrues against such indorser, and therefore he cannot be joined with 
the mortgagors as a defendant in an action to foreclose the mortgage. 


HOLDER FOR VALUE IN MINNESOTA. 
Woodworth v. Carroll, Supreme Court of Minnesota, July 12, 1907. 


The creditor of the maker of a negotiable note payable in futuro 
to the order of a third person, who accepts that note, accompanied by 
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collateral security and indorsed by the payee, in payment of a pre- 
existing debt payable in presenti, is a holder for a valuable considera- 
tion, and is entitled to protection against all the equities as between 
the antecedent parties. 


Nore.—This rule is the same as under the Negotiable 
Instruments Law, which has not, as yet, been enacted in 
Minnesota. 


RIGHTS OF TRANSFEREE OF NOTE SECURED BY 
MORTGAGE. 


Milwaukee Trust Co. v. Van Valkenburgh, et al., Supreme Court of Wisconsin, September 24, 1907. 


1. Production by the holder, but not the party named as payee, of 
a negotiable promissory note, duly indorsed to such holder, raises a 
presumption that it was acquired by him for value before due, with 
all the then incidents thereof, such as a mortgage securing the same 
or coupons for future installments of interest. 

2. In caseof a promissory note secured by a mortgage on realty, 
the latter is an incident of the former and the transfer of the prin- 
cipal thing by an ordinary indorsement carries with it such incident 
enabling the owner of the indebtedness to entorce it without any 
formal assignment thereof. 

3. A transfer of a note by indorsement thereon, expressly includ- 
ing the mortgage security and the interest, constitutes a good writ- 
ten conveyance of the mortgage and the interest coupon owned by 
the indorser and attached to the note. 

4. Production of a note and coupon for interest thereon, but de- 
tached therefrom, by a person not named therein as payee, the note 
and the coupon as well being in form payable to order, and the note 
being duly indorsed, but the coupon having no indorsement, raises a 
presumption that the holder became the owner of the note when the 
coupon was attached thereto, and formed a mere incident thereof, and 
s) did not require any indorsement separately from that on the note. 

5. A person who is trustee of a security for two persons, but as- 
sumes to be such only for one of them, having the legal title may en- 
force it. The beneficiaries are not necessarily parties to the action in 
that regard. 

6. The purported execution of, or signature to, the indorsement 
or assignment of a promissory note, in the absence of a specific denial 
under oath of due execution or signature by the person so purporting 
to have signed or executed the same, is to be regarded as in accord- 
ance with the facts. 

7. The rule last stated applies in an action whether the signature 
purports to be by a party thereto or otherwise. 

8. Though the ordinary executive officer of a corporation, such as 
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its president, does not, ex officio, have authority to bind the corpora- 
tion by contract, in harmony with the general custom of conducting 
business he is presumed to have had such authority duly conferred 
upon him. 

g. In case of a transfer by indorsement of commercial paper held 
by acorporation, the indorsement being in the name of the corpora- 
tion by its president, and such transactions being within the scope of 
the ordinary corporate business, authority of the president in the 
matter is to be implied, and his act is binding on the corporation, 
whether he had authority in fact or not, as to any person acting upon 
the appearance of authority without knowledge or reasonable means 
of knowledge that actual authority did not exist. 

10. Interest upon the due part of a mortgage indebtedness after 
judgment of foreclosure, and on the part not due at the date of the 
judgment after its becoming due, as well as upon all other recoveries 
in the action and upon tax liens necessarily paid by the judgment 
creditor for his protection, follows the rate fixed in the contract be- 
tween the parties limited by the minimum legal rate. Sections 3164, 
3165, St. 1898. 


PAYMENT OF RAISED CHECK. 


Check carelessly drawn for $900, raised to $4,900 and paid by bank—Bank held en- 
titled to have jury pass on question of depositor’s negligence as giving it a right 
to charge payment to depositer. 


Timbel v. Garfield National Bank, N. Y. Supreme Court, Appellate Division, First Department, 
November 8, 1907. 


A check was drawn for $900, the “ nine hundred ” being written in the middle of 
the blank and a space left between the $ mark and the figures “goo.” The check 
was raised to $4,900 by writing in “forty ” and “4” before words and figures respec- 
tively. This was fraudulently done by the husband of the drawer, after the check for 
$900 had been signed and delivered to him; he having originally filled out the check 
in his own handwriting for $900, in such way as to make it susceptible of being 
raised, as it afterwards was, without showing on its face any indication thereof. The 
check was made payable to the husband's order and he received $4,900 thereon from 
the bank. 

In an action by the depositor against the bank for the $4,000 excess paid on the 
check, a direction of a verdict for plaintiff is held error; it being 

Held: Where a check is so drawn that an alteration can be made such as to ex- 
cite no suspicion, the bank is permitted to assert negligence on the part of the maker 
to relieve it from liability for paying the altered check ; and the question of the maker's 
negligence is one that should be submitted to the jury. 


Appeal by the defendant from a judgment of the Supreme Court, 
entered in the Clerk's Office of the County of New York on the oth 
day of November, 1906; and from an order entered in said Clerk’s 
office on the same day denying defendant’s motion for a new trial. 
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Thos. D. Adams, for appellant. Joseph Fettretch, for respondent. 


Hovucurton, J.: The plaintiff introduced by her husband, who was 
a customer of defendant, on the 23rd day of June, 1903, deposited in 
the defendant's bank the sum of $5,000. On the 17th day of July fol- 
lowing, the husband presented a check of plaintiff, the body of which 
was all in his handwriting, payable to his own order, for $4,900, 
which amount was paid to him thereon. The plaintiff admits that the 
signature to the check was that of herself, but asserts that the check 
was drawn for only $900, and that it had been altered and that the 
defendant wrongfully paid the full amount and still owes her $4,000. 

The check was an ordinary printed form and the words ‘‘ Nine 
hundred” were written in the middle of the blank left for that pur- 
pose, leaving a space in front of them sufficient to write the word 
‘‘forty” without exciting suspicion, and there was also a space between 
the dollar mark and the figures ‘‘goo”’ sufficient to insert the figure 
‘*4” all of which plaintiff observed when she signed her name to it. 
When presented to the defendant the check appeared to have been 
drawn for $4,900, both from the writing it it and the figures upon it. 
When plaintiff signed the check it contained no date, and she called 
her husband’s attention to that fact and he afterwards inserted it. 
Upon the check being presented for payment by the husband the de- 
fendant took the precaution of comparing the signature of plaintiff 
with her signature in defendant’s book and it was found to be genuine. 

Four days after the check had been cashed, the plaintiff’s husband 
disappeared and the plaintiff went to defendant’s banking house and 
claims then to have learned for the first time that the check called for 
$4,900, instead of the $900 which she claimed to have drawn it for. 

Her position is that the defendant wrongfully paid out the $4,000 
upon a check raised by that amount, and hence that it still owes her 
that sum. The defendant’s position is that the plaintiff was so neg- 
ligent in drawing the check by leaving spaces which could be filled in 
without exciting suspicion, that her own carelessness invited what 
actually happened, and that she must suffer the consequences by bear- 
ing the loss herself. 

On the trial the court directed a verdict in plaintiff’s favor deny- 
ing the request of the defendant to go to the jury upon the question 
of fact as to plaintiff’s negligence, as well as the question whether 
upon the whole evidence plaintiff had not authorized her husband to 
draw the check for the full sum of $4,900. 

We think the court erred and that the questions should have been 
submitted to the jury. 

A banker is presumed to know the signature of his depositor, and 
if he pays a forged check he cannot charge the amount to his account. If 
acheck plainly appears to have been altered, the banker is put on inquiry 
as to the correctness of the alteration and he pays it at his own peril. 
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Where, however, the alteration is such as to excite no suspicion because 
the check has been drawn by the maker in such a way as to invitean un- 
suspicious alteration, the law makes an exception to the rule that a 
banker pays at his own peril, and permits him to assert negligence on 
the part of the maker in so drawing his check. 

The text books are quite unanimous in asserting that where a 
drawer of a check has prepared his check so negligently that it can be 
easily altered without giving the instrument a suspicious appearance, 
and alterations are afterwards made, he can blame no one but himself, 
and in such case he cannot hold the bank liable for the consequences 
of his own negligence in that respect. (5 Cyc., 544; Daniel on Neg. 
Inst., 5th Ed., Sec. 1659; Morse on Banks & Banking 4th Ed., Sec. 
480; Zane on Banks & Banking Sec. 154; Story on Prom. Notes, 7th 
Ed., p. 675; Byles on Bills, 16th Ed., p. 25). 

The earliest authority in which this principle was applied is Young 
v. Grote (4 Bing., 253), where the decision of an arbitrator relieving 
the banker from liability upon a check drawn almost precisely in the 
manner of the one at bar, was affirmed, on the ground that the banker 
had been misled by want of proper caution on the part of his custom- 
er. This case has been much commented upon, and it is urged that 
its authority is greatly weakened by such criticisms. These criticisms 
are pointed out in Greenfield Savings Bank v. Stowell (123 Mass. 196), 
where it was held that in any event the principledid not apply toa note, 
because the maker of a promissory note held no such relation to the 
endorsees as does a depositor to his banker. On the other hand, the 
Pennsylvania and Illinois courts apply the principle to negligently 
drawn notes as well astochecks. (Gerard v. Hadden, 67 Pa., 82; Leas 
v. Walls, ror Pa., 57; Harvey v. Smith, 55 IIl., 224). 

While Young v. Grote has not been expressly approved by our 
courts, the principle upon which it is decided has been recognized in 
Crawford v. West Side Bank (100 N. Y., 50) andin Critten v. Chemi- 
cal National Bank (171 N. Y., 219). In the former of these cases, 
Ruger, Ch. J., says: ‘*‘The question of negligence cannot arise unless 
the depositor has,in drawing his check, left blanks unfilled, or by some 
affirmative act of negligence has facilitated the commission of a fraud 
by those in whose hands the check may come.” In the latter case, 
Cullen, J., says: ‘‘Now while the drawer of a check may be liable 
where he draws the instrument in such an incomplete state as to 
facilitate or invite fraudulent alterations, it is not the law that he is 
bound to so prepare the check that nobody can successfully tamper 
with it.” 

The facts disclosed by the record peculiarly call for the application 
of the rule, which we think sound upon principle as well as authority. 
The plaintiff intrusted the filling in of thecheck toher husband. The 
amount which she claims to have assented to as well as the altera- 
tions, were all in his handwriting, and there was nothing to excite 
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suspicion. It was payable to his order, and she saw the form in which 
it was written, and later explained it to the bank officials. There is 
an attempted claim on her part that she could neither read nor write, 
but the facts and her own admission show this was untrue. 

The defendant does not claim that in leaving spaces upon her check 
which could be filled in by her husband without exciting suspicion, 
the plaintiff was guilty of negligence as matter of law. What it does 
claim, and what it contended on the trial was, that it was a question 
of fact to be determined by the jury, from all the circumstances, 
whether or not she was negligent; and that if the jury found she was 
then that the defendant should be relieved from re-paying the amount 
to her. In this contention we think the defendant was correct. 

We are also of the opinion that there were sufficient suspicious cir- 
cumstances connected with the transaction to make it a question of 
fact for the jury as to whether or not plaintiff did not, in fact, author- 
ize the drawing of the check for the full amount which it called for. 

The direction of a verdict in favor of the plaintiff was error, and 
the judgment and order must be reversed and a new trial granted, 
with costs to the appellant to abide the event. 


Patrerson, C. J., Laucuiiy, Scorr and Lameert, JJ , concur. 


MANUFACTURES IN THE FOREIGN TRADE OF THE UNITED STATES. 


Manufactures are forming a larger share of the exports of the United States than 
ever before,and a larger share of the imports than at any time since 1890. They formed 
practically 44 per cent of the exports during the 9 months ending with September, 
1907, while they had never but once reached 40 per cent in any fiscal year covered by 
the records of our export trade. Manufactures formed in the fiscal year 1880 14.78 
per cent of the exports of domestic product; in 1890, 21.18 per cent; in 1900, 35.3 
per cent ; in the fiscal year 1907, 39.94 per cent, and in the 9months ending with Sep- 
tember, 43.83 per cent of the total exports of domestic products. 

The total value of manufactures exported was, as shown by the official figures 
of the Bureau of Statistics of the Department of Commerce and Labor, in round terms, 
in 1880, 122 millions; in 1890, 179 millions; in 1900, 484 millions; in the fiscal year 
1907, 740 millions; and in the 9 months ending with September, 574 millions; the 
average per month being, in 1880, 10 millions ; in 1890, 15 millions; in 1900, 40 mil- 
lions ; in 1907, 62 millions, and in the 9 months ending with September, 63 millions. 
In 1880 the average value per day of manufactures exported was one-third of a mil- 
lion dollars; in 1890, a half million; in 1900, one and one-third millions; in 1907, 2 
millions, and in the 9 months ending with September, two and one-tenth millions. 

Iron and steel manufactures, of course, continue to form by far the largest feat- 
ure of this large exportation of manufactures, and their total promises to reach nearly 
or quite 200 million dollars in value in the present calendar year. The total value 
of iron and steel manufactures exported in the 9 months ending with September was 
146 millions, against 127 millions in the same months of the immediately preceding 
year, thus indicating that the total will in the calendar year 1907 be nearly or quite 
200 millions, while the total exports of iron and steel manufactures never reached as 
much as 109 millions prior to 1899, and never as much as 50 millions prior to 1897. 





LEGISLATION IN 1907. 


PAYMENT OF GRADED FEES BY STATE BANKS AND CORPORA- 
TIONS IN TENNESSEE. 


Chapter 434. Senate Bill No. 684. An act to require corporations 
to file certain information with the Secretary of State, and to provice 
for the payment of an annual fee therewith to the Secretary of State. 

SECTION 1. Be zt enacted by the General Assembly of the State of Tennessee,That 
each and every corporation heretofore or hereafter chartered by the State of Ten- 
nessee or organized under the laws, and each and every foreign corporation qualified 
to doand transact its business in the State of Tennessee in compliance with its laws re- 
quiring foreign corporations to file its charter with the Secretary of State shall, on or be- 
fore the first day of July in each and every year, commencing with the year 1907, prepare 
and file in the office of the Secretary of State a written statement signed by its 
President or Vice President and attested by its Secretary and sworn to by either its Sec- 
retary or President, which shall contain the following information—to wit: The name 
and style of the corporation and its principal office or place of business in the State 
of Tennessee, if it be a Tennessee corporation ; and if it be a foreign corporation, 
its principal office and place of business in the State of its creation and also in the 
State of Tennessee; the amount of its capital stock authorized by its charter and the 
amount of capital stock issued and outstanding; the names ofits principal officers—viz., 
its President, Vice President or Vice Presidents,Secretary,and Treasurer, and acomplete 
list of its Board of Directors; the nature and character of the business in which it is en- 
gaged. That every suchcorporation shall, at the time of filing said statement with the 
Secretary of State, pay to the said Secretary of State a sum of money as follows: Every 
corporation with a capital stock authorized by its charter of less than $100,000 and 
more than $50,090, $20; every corporation with a capital stock authorized by its charter 
of less than $50,000 and more than $25,000, $10; every corporation with a capital 
stock authorized by its charter of less than $25,000, $5 ; every corporation with a 
capital stock authorized by its charter of more than $100,000 and not more than 
$250,000, $30; every corporation with a capital stock authorized by its charter of 
not less than $250,000 and not more than $500,000, $50; every corporation having a 
capital stock authorized by its charter of not less than $500,000 or more than $1,000,- 
000, $100; and every corporation having a capital stock authorized by its charter of 
$1,000,000 and over, $150. That every company or corporation failing or refusing to 
prepare and file said statement and pay said money as hereinbefore provided shall be 
subject to a penalty of $500, which may be recovered in a suit brought in the name 
of the State of Tennessee against said company; and that the Secretary of State shall, 
on or before the first day of September in each and every year, prepare a list of the 
corporations in default, and shall turn over the same to the Attorney-General of the 
State, who shall cause suits to be instituted for the recovery of said amounts by the 
District Attorney-General of the district in which said corporations in default have 
their principal offices or places of business. 

Sec. 2. Be zt further enacted, That this Act take effect from and after its pas- 
sage, the public welfare requiring it. 

Passed April 10, 1907. E. G. TOLLETT, Speaker of the Senate. 

JOHN T. CUNNINGHAM, JR., Speaker of the House of Representatives. 

Approved April 13, 1907. MALCOLM R, PATTERSON, Governor. 


Opinion of Hon. Charles T. Cates, Jr., Attorney-General of the 
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State, on Chapter 434, Senate Bill No. 684, Acts of 1907, an Act re- 
quiring corporations to make annual reports to the office of Secretary 
of State, giving construction as to fees: 


ne FCP $25,000 $5 00 
Wm OO GG TRG on nc cece ccccces 50,000 10 00 
Pee 100,000 20 00 
Up to, but not including............... 250,000 30 00 
From $250,oco up to, but notincluding.. 500,000 5° 0° 
From $500,000 up to, but not including. 1,000,000 100 00 
CE, ns oc ct ognenn he eek. 150 00 


The Standing Law Committee in its recent report to the Ameri- 
can Bankers’ Association referred to this law as follows: ‘‘ This act, 
while having direct reference to all corporations, places an additional 
requirement and tax on banks, i.e., State banks only. The act is 
technically defective in certain respects, involving certain discrimina- 
tions, apparently through accident. Taxes have been paid by a ma- 
jority of the corporations and banks under protest. Suits have been 
instituted by corporations other than banks to have the act declared 
unconstitutional. If successful, the result will be beneficial to the 
banks. This act provides graded fees according to capital.” 

The point has recently been raised concerning this law that it does 
not apply to those corporations which have exactly $100,000, $50,000 
or $250,000 capital stock. A perusal of the law will show that 
such is the case. Whether this will affect the constitutionality of the 
measure as coming under the head of class legislation, a certain per 
cent of corporations being exempt, remains to be seen. 

It is stated that the law was carefully examined by Nashville at- 
torneys as to its constitutionality, the examination being made at the 
instance ot the Board of Trade and the Manufacturers’ and Producers’ 
Association and that they pronounced it valid. Whether or not they 
considered the point of its inapplicability to certain corporations, as 
above stated, before pronouncing upon its validity is not known. 


THE AMERICAN BANK REPORTER. 


The August-September edition of the American Bank Reporter has been issued 
by the Steurer Publishing Co. 22 Pine St., N. Y. City. It is convenient in form and 
correct in arrangement. It contains an alphabetical list of all banks in the United 
States and Canada, arranged in states, showing the names of officers, correspondents 
in all large cities, charter number of each National Bank, with capital, loans, deposits, 
undivided profits and surplus; principal loan, trust and investment companies etc. 
Also a list of reliable attorneys in the United States and Canada; an alphabetical 
list of all bank officers; foreign banks and bankers; bank directors in all principal 
cities; banking and commercial laws of all the various states and Canada; bank state- 
ments, statistics, etc.; towns without banks and nearest banking points; maps of all 
states, territories in United States and Canada. Price for single copies $4.00. Sub- 
scription price for the year $7.00. 








Savings and Trust Department 


DEVOTED TO MATTERS 


Of Especial Interest to Savings Banks and 
Trust Companies. 


HE present epidemic of currency hoarding has been seized upon 
by the advocates of Postal Savings Banks as an occasion for the 
urging of their views and arguments upon the public, as well as 
in attempted illustration of the merits of a scheme of Post Office 

Savings Banks as a means of preventing like wholesale hoarding in 
the future. 

Early this month a resolution was presented to the New York 
Chamber of Commerce by one of its members, Francis C. Moore, 
looking toward the prevention of hoarding by the establishment of 
Postal Savings Banks and almost simultaneously the Postmaster 
General of the United States, George von L. Meyer, made an argu- 
ment in favor of his plan for Postal Savings Banks before the Hamil- 
ton Club of Chicago. We publish a report of both these proposals 
below. 

It is not our purpose here to enter into any detailed argument in 
opposition to these suggestions which seek the incorporation of for- 
eign ideas into our methods of doing business. We are not in favor 
of the government extending its paternalism by going into the bank- 
ing business and caring for and investing the savings of the people, 
and we believe the government is not as well equipped so to do, or te 
render equally profitable returns to depositors as the existing savings 
institutions, whether trust savings banks, or stock savings banks, or 
savings departments of banks, or trust companies, which are estab- 
lished in all sections of our country. 

It is the genius of our institutions that money deposited shall be 
invested with the two-fold benefit of facilitating trade, commerce, 
business industry and real estate operations and of earning a profit- 
able return to the depositor, a return which, by reason of the insuffi- 
ciency of funds of any single depositor coupled with lack of experi- 
ence, he cannot ordinarily obtain for himself. 

How is the government, through its employees, to invest savings 
deposits as profitably as is now done by the existing savings institu- 
tions? The operation of the government money-order department, 
while a banking function, is ministerial only; the taking up of money 
at one place and putting it down at another. But the investment of 
funds involves a knowledge of values and the exercise of judgment 
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and discretion, something which requires long years of experience to 
acquire, and how are the salaried officials, postmasters and employees 
of the post-office department to be compared in this essential func- 
tion, to the trained men in charge of our thousands of savings insti- 
tutions, whose calling and employment it is to do just this thing; 
especially as such investment is not confined to one section, but ex- 
tends throughout the country where different conditions require 
especial experience and equipment according to locality. 

No convincing argument is made by the advocates of Postal Sav- 
ings Banks, that the government can invest savings deposits with as 
great a return or dividend to the depositor as can be done by the ex- 
isting savings institutions; the argument is rather on the score of 
greater confidence on the part of the timid or ignorant depositor in the 
government than in any private institution. But should laws be made 
to cater to the timid and the ignorant? Is this a correct principle or 
policy? Rather should such people be educated to the benefits which 
our banking institutions afford. Ignorance as to banks and their 
functions and timidity concerning their safety is something for gov- 
ernmental departments of education in our respective states to cure; 
not a matter for the post-office department of the national govern- 
ment to palliate and encourage. 

Mr. von L. Meyer points to the fact that $71,000,000 of money 
orders, purchased by immigrants, were sent abroad during the last 
fiscal year, which he attributes to ignorance and to suspicion of our 
private institutions. He says that ‘‘many of the Italians and immi- 
grants of other nations, being ignorant of our language, and suspic- 
ious of our private institutions, are sending their earnings home in 
order that they may be placed in the postal savings banks of their 
native countries.” And he further says, ‘‘such money while it was 
accumulating might have been put into a postal savings bank,” sug- 
gesting that it was hoarded ad interim. 

But how does he know that this money was not largely in the 
existing savings banks, as no doubt it was, before it was withdrawn 
and sent abroad, not for the purpose of hoarding, but for legitimate 
purposes. And it does not follow because all of this vast sum 
was sent abroad during the last fiscal year, that it was because 
of ignorance, timidity and lack of confidence in our own savings 
institutions; much of it was doubtless sent to help the old folks 
at home, and to bring relatives over here; it would go anyway 
despite any system of postal savings banks that might be devised. 
And as to that portion which is sent away because it is not deemed 
safe here, the corrective is education; not measures to placate timid- 
ity and foster suspicion by a system of paternalism, but meas- 
ures, if they are needed, to instill confidence by adequate govern- 
mental regulation. We believe in government supervision of the 
transactions of our financial institutions to the greatest extent neces- 
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sary to safety—if any system of savings banks in any state does not 
at present afford perfect safety to depositors we believe in having it 
made safe by proper laws and supervision—but we do not believe the 
government should itself embark in the savings bank business. 

Both Mr. von Meyer and Mr. Moore refer to the recent withdraw- 
ing and hoarding of savings deposits by timid depositors as an argu- 
ment for the deposit of such savings in government banks, which they 
assert would prevent hoarding by removing the fundamental basis, 
lack of confidence. But these gentlemen overlook the fact that not 
all the hoarding has been by the timid depositor—vast amounts have 
been withdrawn and hoarded by the avaricious depositor that he may 
take advantage of the stringent currency situation which the hoard- 
ing of money creates. No system of postal savings banks will pre- 
vent this. Thecorrect solution of the problem of relieving the money 
stringency caused by exhaustive demands for the use of currency to 
move crops in certain seasons of the year, and of preventing the hoard- 
ing of money and its attendant evils, is not by any system of post- 
office savings banks operated by the government, but by the estab- 
lishment of an adequate currency system under which when greater 
amounts of currency are needed by the people in their industrial pur- 
suits, they will be forthcoming. A proper currency system under 
governmental regulations would prevent the clogging of the wheels of 
commerce in the future, and lead to conditions under which the timid, 
ignorant, or the avaricious depositor would only hurt himself by his 
hoarding proclivities and not ijure the general welfare. 


POSTAL SAVINGS BANKS. 


Address by Postmaster-General George von L. Meyer, before 1he Hamilton Club, 
Chicago, Thursday afternoon, November 7, 1907. 


“I desire to lay before you my plan for postal savings banks, for the introduc- 
tion of which in this country I believe the present to bethe psychological moment. I am 
further impressed with the necessity for such institutions, on account of the number 
of immigrants coming to this country who, prejudiced against private concerns, are 
buying money orders payable to themselves, good for a year. On this money they not 
only do not obtain interest, but are required to pay a small fee for the orders, the 
money being tied up unused in the treasury of the United States. 

“ The auditor for the Postoffice Department finds that money orders aggregating 
more than $100,009 became invalid during the last fiscal year in the five states of 
Colorado, Kansas, Nebraska, Oregon and Washington, and on further investigation 
it develops that they are payable to the buyer, showing that they were purchased 
for savings purposes. Consequently as $100,000 in money orders became invalid in 
these states in a single year, it is only reasonable to suppose that an enormous 
amount was purchased for like purposes for shorter periods throughout the United 
States and withdrawn during the same period. 

“ During the fiscal year ended June 30, 1907, the Postoffice Department sent to 
Europe the money of the immigrants to the extent of $71,000,000, $19,000,000 going 
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to Italy, sent by more than 475,000 money orders, averaging $40 each —$8,755,000 to 
Hungary, $7,000,000 to Austria, $7,230,000 to Russia and $11,582,000 to Great 
Britain. This merely represents a slight portion of their savings, because it is human 
nature to give away only a small part. 

“Such money, while it was accumulating, might have been put into the postal 
savings banks; in fact it has been brought to my attention that many of the Italians 
and immigrants of other nations, being ignorant of our language and suspicious of 
our private institutions, are sending their earnings home in order that they may be 
placed in the postal savings banks of their native countries. 

“ As an evidence that it is not the desire or intention of the government to com- 
pete with the private savings banks in obtaining the deposits of the people, I shal] 
advocate a rate of interest of 2 per cent per annum, and limit deposits to $500 by any 
Person. 

‘Now, in order to get this money back into the channels of trade I propose to 
ask Congress for authority to place the savings in the national banks, which are gov- 
ernment depositories in the districts where the money is deposited. I have taken 
the precaution to consult a number of bank presidents in different districts and they 
have assured me that on special deposits of this sort, from the Postoffice Department 
they will allow from 2 to 2% per cent. 

“IT also sent an expert to Canada to study the system there, which has worked 
so successfully and he reports that practically no additional clerk hire is required in 
the various postoffices, the entries being made in each instance by the money order 
clerk. 

“ That the postal savings bank business in Canada is handled with safety is best 
attested by the fact that in 39 years $465,000,000 has been received and disbursed, 
with a loss to the government of not more than $25,000. 

“ For a striking illustration of the value of a postal service bank take the present 
time. Many small accounts have been withdrawn from national banks, trust com- 
panies and savings banks by timid depositors, and the money has gone into the strong 
box or hiding. On occasions like these what people want is absolute security. 

“ After they withdraw their money they dread loss from theft or by fire but they 
do not lose confidence in the security of the government or its pledges. Therefore, 
the small accounts referred to would flow into the postal savings banks and would 
be led back into the channels of trade by being deposited in the national banks in 
those communities to the great advantage of labor and industry.’’* 


POST OFFICE SAVINGS BANKS TO PREVENT 
HOARDING. 


A resolution looking toward the prevention in the future of the hoarding which 
has been so serious a phase of the present banking situation by the establishment of 
postal savings banks was suggested in a resolution presented at the monthly meet- 
ing of the New York Chamber of Commerce held on November 7th by Francis C. 
Moore, formerly president of the Continental Fire Insurance Company. 

The resolution, which was subsequently referred to the committee on finance 
and currency, is as follows: 


Resolved, That it is the sense of this chamber that the United States Treasury, 
though the instrumentality of the post offices of the country, should be made available 
by proper legislation for receiving and guarding the savings of the people, and to 


* Mr. von Meyer continued his address by a statement of the advantages of the extension of our par- 
cel post. 
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that end that Congress be asked to authorize the issue of temporary receipts by post- 
masters, to be replaced by United States bonds of small denominations, carrying 
such rate of interest as may be fixed by Congress. 


In explaining his resolution Mr. Moore said in substance: 

The trouble through which we have just passed and through which we were 
safely steered by able and public spirited citizens of this city was not due to lack of 
circulation of money, but because so many people, both of small and large means, 
hoarded their money. If anything can be done to prevent this tendency to hoard 
money in times of a financial crisis it should be done. The man with afew hundred 
dollars will not trust the banks during a financial disturbance. But he will trust the 
Government. 

In France they have a system of postal savings. France takes charge of the sav- 
ings of the people and when a sum has reached the amount of $300, it is invested for 
the one for whom the government holds it in trust. In France, no such panic as we 
have just experienced could happen. 

Mr. Moore related a case where a foreigner during the recent scare took out a 
Dost office order payable to himself. Then he said: 


“This country has a larger amount of currency in circulation than any other 
country in the world. It has enough to provide $34 per capita for each of its 85,000,- 
000 people. The Government could deposit this money in banks under such restric- 
tions as might be passed by Congress and hold it in trust.” 


Mr. Moore pointed out that in this way the Government could get gold. 
Ss 
TRADE WITH CUBA. 


Exports from the United States to Cuba in the year which ends with next month 
seem likely to exceed 50 million dollars, against 4614 millions in 1906, 44% millions 
in 1905, 32% millions in 1904, 23% millions in 1903, and 23 millions in 1902. Im- 
ports from the island will aggregate nearly or quite 100 million dollars, against 85 
millions in 1996, 95 millions in 1905, 75 millions in 1904, §7 millions in 1903, and 48% 
millions in 1902. 

In the 9 months ending with September, 1907, the latest period for which figures 
have bzen received by the Bureau of Statistics of the Department of Commerce and 
Labor, the total value of the exports from the United States to Cuba is, in round 
terms, 40 million dollars, against a little less than 35 millions in the same months of 
last year, and the total imports from the island, 84 millions, against 75 millions in the 
corresponding months of last year. 

The chief increase in imports from Cuba occurs in sugar, while leaf tobacco, the 
next largest value in articles imported, shows a marked decline. The quantity of 
sugar imported from the island in the g months ending with September of the pres- 
ent year is a little less than 3 billion pounds, against slightly more than 2% billions 
in the same months of the preceding year; and the value, speaking in round terms, 
65 million dollars in the 9 months of 1907, against 54 millions in the same months of 
last year. Leaf tobaccoimports from the island in the 9 months ending with Sep- 
tember, 1997, aggregate 12 million pounds, against 1834 millions in the same months 
of last year, and the value, a little less than 9 million dollars, against slightly more 
than 11 millions in the same months of the preceding year. 

Oa the export side, the increase occurs in nearly all of the important articles sent 
to the island. Flour, the largest single item in point of value among the articles ex- 
ported from the United States to Cuba, amounts to 2% million dollars in the 9 months 
ending with September, 1997, azainst a little more than 2 millions inthe same months 
of the preceding year. 
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THE TAXATION OF BANK DEPOSITORS IN KANSAS. 


Concerning the possible effect of the new law of Kansas requiring taxpayers to 
make return of their bank deposits for taxation, of causing depositors in Kansas 
banks to withdraw their deposits and re-deposit them in other banks outside the 
state, the Tax Commissioners have issued the following letter : 

“The Commission is of the opinion that you are unduly alarmed about the pos- 
sible bad effect upon banks of the tax law of 1907. There is not the least reason why 
any depositor should withdraw his money from a bank insofar as taxation is con- 
cerned. Section 31 of the law reads: 


‘No tax commissioner, assessor or deputy assessor shall have the power to compel 
the production of the books of any bank orto examine the same; nor shall any officer 
of any bank be compelled to testify as to the contents of auy of the records of such 
book or produce the same for the purpose of examination in any matter relating to 
assessment or taxation.’ 


“Tt will be seen from this that no taxing officer has authority to get from a 
bank any information whatever concerning the business of its depositors. It is true 
that the law requires assessed persons to return for taxation their moneys, whether 
on hand or on deposit, and also their credits, but the law presumes that the owner of 
such classes of property will himself list them. No owner of such property can 
evade his just obligation to contribute his share to the support of the state govern- 
ment and the municipal subdivisions of which he is a citizen without violating the ‘aw. 
It will do him no good to deposit his money outside the state or to invest in foreign 
securities, as the law of this state taxes his property just the same, and, while the as- 
sessor can get no information from the bank or any of its officers, yet he can put the 
assessed person under oath and can also take the sworn testimony of all persons other 
than bank officers who are supposed to have knowledge upon the subject.”’ 


= 
COTTON MANUFACTURES IN OUR FOREIGN TRADE. 


Cotton manufactures imported into the United States in the year which ends 
with next month will exceed 75 million dollars in value and materially exceed the 
value of such manufactures imported in any earlier year. In the 9 months ending 
with September, 1907, the total value of cotton manufactures imported was, as shown 
by the figures of the Bureau of Statistics of the Department of Commerce and Labor, 
in round terms, 59 million dollars, against 51 millions in the same months of 1906, 
39 millions in the corresponding months of 1905, and 35 millions in the corresponding 
months of 1904; and should the importations of this class of merchandise during the 
remaining 3 months of the calendar year average as high as in the 9 months for 
which a record is already made, the total would approximate 80 million dollars, and 
it seems almost certain to exceed 75 millions. 

Despite the fact that the United States produces three-fourths of the world’s 
cotton, has a larger number of spindles than any other country except the United 
Kingdom, has invested capita! of over 600 million dollars in its cotton manufacturing 
establishments and turns out products valued at 500 million dollars per annum (in- 
cluding cotton knit goods in this figure), the value of cotton manufactures imported is 
steadily increasing and was in the fiscal year 1907 twice as great as in 1897, over 2%2 
times as great as in 1887, and nearly 4 times as great as in 1877, while in the calender 
year 1907 the value promises to exceed by several millions the former high-record 
total and to approximate 80 million dollars. 





OPINIONS OF ATTORNEYS-GENERAL IN RELA- 
TION TO BANKING QUESTIONS. 


WISCONSIN BANKS COLLECTING INSURANCE PREMIUMS. 


Not required to procure license, provided they make no charge or receive no other com- 
pensation than usual and customary exchange. 


STATE OF WISCONSIN, DEPARTMENT OF INSURANCE, 
MADISON, October 9, 1907. 
GENTLEMEN:—You are hereby advised that banks collecting insurance premiums 
will not be required to procure a license from this department, provided they make 
no charge or receive no other compensation than the usual and customary exchange. 
The following are the additional findings of the Attorney General on this subject. 
Yours truly, GEO. E. BEEDLE, Commissioner of Insurance. 


Hon. Geo. E. Beedle, Commissioner of Insurance, Madison, W7s.: 

Dear S1R:—Additional questions having arisen in respect to requiring banks 
coliecting insurance premiums to take out licenses therefor and at our request, I add 
the following to my letter of August 24th to Deputy Commissioner Waite. 

The first inquiry presented is whether banks which collect premiums making no 
charge therefor except the usual and customary exchange such as would be paid by 
a stranger to the bank who was buying exchange on another point, are required to 
take out a license for rendering such service. 

Second, whether banks may collect premium notes upon the same terms and 
conditions. 

Third, whether the provisions of section 1977 of the statutes of 1898 apply or can 
be made to apply to national banks. 

Replying, you are informed that in my opinion a bank which receives for collec- 
tion from an insurance company drafts or renewal receipts for insurance premiums 
o: which transmits premiums collected by others or for the insured or which collects 
premium notes for an insurance company and in all such cases makes no charge for 
the service rendered in collecting, and exacts no compensation except such as would 
be charged for exchange to others or strangers not carrying an account with the bank, 
is not required to take out a license for the service so rendered. To makean individ- 
ual or corporation liable for collecting and transmitting premiums under the provis- 
ions of section 1977, statutes of 1898, two things must necessarily be established. 
First, the collecting of the premium as an agent of the Company; second a charge 
or compensation must be received for the service so rendered. 

I am of the opinion that where no compensation is charged or received in excess 
of the usual rate of exchange for transmitting funds that the charge so made is for 
transmitting the money and cannot be held to be a charge for collecting, and the 
banks so transmitting the business and not otherwise employed or compensated by 
the insurance company do not come within the description of an agent of an insurance 
company under the provisions of said section 1977. 

At the present time I am informed that this is the only charge made by banks, 
or the great majority of them, for collecting and transmitting insurance premiums. 
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Hence I conclude that it is unnecessary to answer the question as to whether na- 
tional banks would be amenable to this section of the statute. It appears to be un- 
necessary to answer that question at the present time. 
Yours very truly, 
(Signed) F. L. GILBERT, Attorney-General. 
Note.—This opinion is supplementary to the opinion 
of the Attorney General of Wisconsin, published in the 
Journat for October, to the effect that banks or individ- 
uals who collect and remit premiums or renewal premiums 
for insurance (with certain excepted cases) must receive 
a certificate of authority so to do from the Commissioner 
of Insurance unless able to show they do so without 


compensation. 


THE COMMERCIAL NATIONAL BANK OF CHICAGO. 


On Saturday, October 12, the Commercial National Bank removed to its new 
quarters in the Commercial National Bank Building. The new building, which is 
situated at the corner of Adams and Clark Streets, is one of the largest buildings in 
Chicago, being 18 stories or 260 feet in height. The exterior is in Italian Renaissance 
style. 

The whole interior of the bank office is Greek in spirit, its architecture depending 
for its beauty upon proportion and pure line rather than on ornament. 

A great span of skylight covers the public corridor, which is about 60x 10co feet 
in dimensions. 

The tellers’ cages and clerks’ quarters are practically perfect so far as conveni- 
ence, utility and appearance are concerned. 

The offices of the President, First and Second Vice-Presidents are fitted up in a 
most luxurious manner and with the idea of maintaining in each room a harmonious 
color scheme in the furniture, rugs, wall friezes, ceilings and chandeliers. 

The Directors’ room is furnished in dignified and simple style. The great table 
in the center is 22 feet long, and the top, which is in one length, is beautifully grained 
and finished. 

A corner of the office has been set aside for the exclusive use of the bank’s 
women patrons, having stationed there a teller who will pay and receive. This room 
is handsomely furnished. 

The bank’s armor plate cash and safety deposit vaults are the largest in the world. 

Mr. George E. Roberts, former Director of the United States Mint, is President 
of the Commercial National Bank; Joseph T. Talbert is Vice President; Ralph Van 
Vechten, Second Vice-President; David Vernon, Third Vice-President, and Nathaniel 
R. Losch, Cashier. 

The capital, surplus and undivided profits of the Commercial National Bank are 


$7,000,000. 


BOND OR MORTGAGE, WHICH ? 


Under the title of “ Bond or Mortgage, Which?” the Mellon National Bank of 
Pittsburg has issued a unique folder in form of a Real Estate Mortgage, containing a 
discussion of the comparative advantages of these two forms of investment. It is neat 
and attractive in appearance and its contents instructive. 





NEEDED REFORMS IN COMMERCIAL LAWS. 


By THOMAS B. PATON, OF NEW YORK, COUNSEL STANDING 
Law COMMITTEE AMERICAN BANKERS’ ASSOCIATION, AT THE 
INDIANA BANKERS’ CONVENTION, OCTOBER 24, 1907. 


| AM glad to have the opportunity to take up with the members of your Associa- 
tion in a general way some of the reforms in the laws which are needed in this 
country—in Indiana as well as elsewhere—to improve the legal conditions under 
which business is done, and facilitate and make safer the conduct of banking and 
commercial transactions. 

Of course, the banker is not wholly or mainly concerned with the subject of the 
law. His chief concern is with the banking business itself, and to run it profitably 
and with safety. But it is matter of no small moment to him—on the contrary, of 
the greatest importance as directly affecting his safety and profit—that the laws 
which govern his multifarious business transactions throughout the length and 
breadth of this great land be uniform in character and not of conflicting application, 
that they be adequate to safeguard his legitimate dealings and that they be just and 
equitable and not harsh and oppressive. The necessity, then, is threefold; that the 
country have uniform commercial laws, except in matters of local concern where the 
conditions are peculiar to the locality and uniformity would be neither practicable nor 
desirable ; that these laws be adequate and that they be just and fair to all alike. 

The condition of the country’s laws in these respects is now better than it has 
been ; it is not as good as it should be and what we may reasonably expect it will be 


inthe future. But the movement toward better conditions is constantly progressing 
and every year more and more is accomplished. 


THE NEGOTIABLE INSTRUMENTS LAW. 


Ten years ago, in a country commercially one, bills, notes, drafts and checks used 
by bankers and merchants in all their interstate transactions were subject to the 
application of the conflicting laws of nearly fifty states. The courts of each state had 
their own peculiar views, conflicting with others, as to what provisions in an instru- 
ment destroyed, or did not affect, negotiability, and in some states the question of 
negotiability was further complicated by special legislative provisions. Many states 
differed from many others upon the nature of the consideration which would consti- 
tute a bona fide holder for value; the man who indorsed a note to give the maker 
credit with the payee was liable in no less than four different characters according to 
the law of the state where the indorsement was made; and the entire body of law 
governing the form and requisites, consideration, negotiation, liability of parties, mat- 
ters of presentment and notice and every detail connected with bills and notes was in 
irreconcilable conflict. In 1897 the Negotiable Instruments Law providing one stand- 
ard of negotiability and a uniform body of rules governing the subject of bills, notes 
and checks was enacted in the four states of New York, Connecticut, Colorado and 
Florida, and to day this uniform law is in force or will be after the first of next Janu- 
uary, in thirty-five states or jurisdictions. The immense benefit of this uniform law 
to the bankers and merchants of the country and the saving of loss which it has ac- 
complished can hardly be overstated. Indiana is one of the few states which has not 
as yet adopted it. Its enactment by the Indiana Legislature would be of great benefit, 
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not only to the bankers of this state but to bankers in other states who acquire 
Indiana paper. 
THE UNIFORM WAREHOUSE RECEIPT ACT. 


There is in this country a body of Commissioners on Uniform State Laws ap- 
pointed by the Governors of the respective states, who meet annually and discuss, 
frame and recommend for adoption in the different states, uniform laws, not only on 
commercial matters but on all other subjects wherein uniformity is desirable. It was 
this body who caused the Negotiable Instruments Law to be drafted and recom- 
mended for enactment. Last year the Commissioners perfected and recommended 
a draft of a warehouse receipt act for uniform enactment by the different states. A 
warehouse receipt is a document of title upon which bankers make numerous advances 
and while the warehouse receipt probably does not have as extensive an interstate 
circulation as a money instrument, nevertheless, warehouse receipts issued in and 
governed by the law of one state are frequently accepted as collateral in another and 
a uniform state law governing such a document is highly desirable. The Warehouse 
Act codifies the law governing the issue of warehouse receipts, the obligations and 
rights of warehousemen upon their receipts and the negotiation and transfer of re- 
ceipts. It provides for both negotiable and non-negotiable warehouse receipts and 
throws around negotiable receipts the necessary safeguards to make them a safe 
bankable collateral, subject of course to the inquiries or investigations as to the 
character of the goods which are necessary on this class of security. The valuable 
character of this Uniform Warehouse Receipt Act which was drafted by Prof. Williston 
of Harvard University has been quickly recognized for, although it was only perfected 
and recommended by the Commissioners last Fall, it has already been adopted by 
the Legislatures of New York, Illinois, lowa, Massachusetts, Connecticut and New 
Jersey. This is an act which should be urged upon the Indiana Legislature by your 
Association as beneficial to the banking and commercial interests and harmful to no- 
body except frauds and other dishonest people. 


BILLS OF LADING. 


Reform is needed of the inadequate and conflicting state laws governing bills of 
lading and a national law, as well as uniform state laws, should be enacted to regu- 
late the assignability and rights of holders of interstate and intrastate bills. The bill 
of lading is a venerable document, of about equal antiquity with the bill of exchange 
yet, at the same time, it is the most disreputable of all the instruments of credit upon 
which the banker’s money is risked. Carelessly executed and susceptible of fraudu- 
lent alteration with damaging effect upon the innocent holder, this document does 
not afford the safety or security which the enormous sums advanced upon its faith 
require. If an authorized agent of the carrier issues a bil), fraudulently or mistakenly, 
without receiving the goods, the pledgee for value acquires but waste paper, except 
in a minority of the states. The rights of the holder of an order bill are jeopardized 
and made uncertain by the almost universal stamping of the words “not negotiable” 
on this class of bills. In three of the Southern states, the pledgee bank who surren- 
ders the bill upon receiving payment of the accompanying draft warrants quality, 
quantity and condition of the goods, of which he generally knows nothing, to the 
payor. The defects of the bill of lading as a bankable collateral have been so often 
dwelt upon of late that I need not repeat them in detail. As you all know, the Com- 
mittee on Bills of Lading of the American Bankers’ Association of which Mr. Lewis 
E. Pierson of New York is Chairman, have been working for the last two years to 
better the situation and have drafted and are ready to introduce in Congress a pro- 
posed law which will better protect, not only the banker who advances money on these 
documents, but the consignee at destination who pays the draft on faith of the bill 
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before he sees the goods. In addition to this proposed Congressional legislation, a 
draft of an act to make uniform the state laws upon bills of lading is under considera- 
tion by the Commissioners on Uniform State Laws and will, probably next year, be 
perfected, approved and recommended for enactment by the respective state legisla- 
tures. When this proposed national and state legislation is accomplished, the meas- 
ure of negotiability or assignability of bills of lading, the rights of holders and the 
liabilities of parties thereto, will be clearly defined and the banker will get all the 
protection which, from the nature of the subject, it is possible to have. 

Apart from legislation, the form and contents of the bill of lading itself are now 
in fair way to be regulated as they never have before. Heretofore the carrier has 
always issued his own bill of lading and loaded it down with conditional clauses 
limiting his common law liability as insurer of the goods and there has been no uni- 
formity in the provisions of bills of lading issued by carriers in different parts of the 
country. Now there is prospect that the Interstate Commerce Commission will make 
the bill for him and put in such terms and conditions as are fair and just to all parties. 
For the last two or three years there has been in existence a joint committee of ship- 
pers centered at Chicago and of carriers representing. the roads north of the Ohio 
and east of the Mississippi rivers who have been conferring with the hope of reaching 
an agreement upon the terms and conditions of a uniform bill of lading. This joint 
conference was instigated by the Interstate Commerce Commission. While negotia- 
tions were pending, Congress last year passed a law requiring common carriers re- 
ceiving property for interstate transportation “ to issue a receipt or bill of lading there- 
for” and a further law giving the Interstate Commerce Commission power to pre- 
scribe, in addition to reasonable rates, such “regulation or practice with respect to 
transportation ”’ of the property as should be reasonable. In May of this year, the 
joint conference submitted a uniform bill of lading which had been agreed upon to 
the Commission and that body in June prescribed this bill as a reasonable regulation 
and practice to be put into use by all the roads of the country on the first of next Janu- 
ary, unless good cause to the contrary was shown them on or before the 15th of 
October. That was last week and the Commission gave a hearing at Washington to 
all parties interested. That hearing was largely attended by representatives of 
various interests. Objections to some of the features of the uniform bill were made 
by certain railroads which had not been included in the conference as well as by re- 
presentatives of numerous shippers’ organizations in different parts of the country and 
of other organizations which stand in the position of consignees and pay drafts 
against bills of lading. The hearing demonstrated the difficulty of incorporating in 
the conditions of a single bill, provisions just and fair to all the widely scattered inter- 
ests who ship and receive the varied products of our country. It is questionable 
whether the Commission has the power to prescribe terms and conditions of a bill of 
lading binding on the various parties thereto but they are assuming the power and it 
is therefore necessary, if their position is sound, that they adequately safeguard all 
interests, as when the bill is put into effect it will be binding upon all parties and, as 
I understand, its terms cannot be added to, or changed by the parties. In view of 
the conflict of views as to the reasonableness of conditions the Commission might, as 
an alternative of prescribing a bill with conditions unsatisfactory to many interests, 
eliminate all the conditions and prescribe a clean bill of lading which would relegate 
the liability of the carrier and the rights of the parties to the law of the land. A 
proposition of that character was made to the Commission and will doubtless be given 
due consideration. 

The Bankers’ Committee were represented at this hearing. For two years they 
have attempted to participate in the joint conference but without success until a few 
days beforn the hearing. Then the desired conference took place and a satisfactory 
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agreement was reached on the “order” clause, an “alteration” clause and on an 
amendment to the insurance clause in the bill which was deemed necessary to pre- 
serve the security of the insurance. At the hearing before the Commission, the bankers 
having been granted the essential points of their demands, did not appear as objec- 
tors but they asked certain additional safeguards with respect to the form of the bill. 
They made clear the importance of the banking interest and stated that the proposed 
bill, having the great advantage of uniformity and amended as agreed upon with the 
Joint Conference Committee, was acceptable to the banking interests if nothing better 
could be obtained. They showed that the bankers are not primarily concerned in 
the conditions of liability as between carrier and shipper; but the simpler these con- 
ditions the better; and in view of the numerous objections and disagreements of the 
varied interests to these conditions, the suggestion of a clean bill, with all conditions 
eliminated, met with the bankers’ favor. But whether a clean bill, or a bill with con- 
ditions, the bankers urged that the Commission prescribe two distinctive bills, one for 
order and one for straight shipments, to be printed on different colored paper; the 
words “order of” to be printed on order bills; the words “not negotiable” to be 
printed on straight bills and prohibited on order bills, and that ‘duplicate ” or “tripli- 
cate”’ bills be so marked. The Commission now has this whole subject under ad- 
visement. 

Many of the state Associations have appointed committees on bills of lading to 
co-operate with the American Bankers’ Committee and, on behalf of that Committee, 
I ask that your Association do likewise. 

THE STANDING LAW COMMITTEE OF THE A. B. A. 


Two years ago the American Bankers’ Association, realizing the crying need for 
uniformity and improvement of conditions all along the line of banking and commer- 
cial law and that progress in that direction would be furthered by the appointment of 
a standing committee whose function it would be to prosecute the work upon a broad 
and comprehensive plan, appointed what is known as the Standing Law Committee, 
of which Mr. William J. Field of New Jersey isChairman. This committee have been 
active in the work for which they were called into being. They have established con- 
nections with legislative committees of the various state associations; have drafted, 
aided in drafting and criticised drafts of various laws upon banking and commercial 
matters; have furnished information as to the existence and status of legislation in 
various states; have given legal opinions upon many subjects; and in short have 
acted as a bureau of information and advice as well as a suggesting and directing 
agency with reference to subjects of legal reform in many states. 

I will not take the time to go into any great detail with reference to the work of 
this Committee. Much has been accomplished during the past year and this is all 
shown in their report to the Association made on the occasion of the last Convention. 
In addition to the promotion of uniformity on general branches of banking and com- 
mercial law the Committee have urged the enactment of a number or special statutes 
in the banking interest and with considerable success. 


FORGED AND RAISED CHECKS. 


It is a common form of fraud for a confidential employe to forge or raise his em- 
ployer’s checks and cash them at the bank. When the checks are returned as paid 
vouchers the same employe frequently is the one whose special function it is to verify 
the account. This enables him to carry on a succession of forgeries covering a con- 
siderable period of time before final detection. Recently the clerk of a customer of 
a bank in Virginia who was entrusted with semi-monthly checks drawn to the“ order 
of pay-roll,” raised check after check covering a period of eighteen months and ob- 
tained the cash at the bank. The same employe had the duty of examining the re- 
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turned vouchers and this was the reason the forgeries were not sooner detected. The 
question of liability is now being fought out in the Virginia courts. Nearly every city 
of any size has had similar experiences in its banking affairs. The courts are becom- 
ing more lenient than formerly towards the rights of the bank and are imposing 

greater degree of duty and responsibility upon the customer in the examination of re- 
turned vouchers. But the law is in an unsatisfactory state from the banking stand- 
point and needs corrective legislation. In 1904 the State of New York enacted that 
“no bank shall be liable to a depositor for the payment by it of a forged or raised 
check, unless within one year after the returntothe depositor of the voucher of such 
payment, such depositor shall notify the bank that the check so paid was forged or 
raised.” In 1905 California and Wisconsin enacted similar statutes and Montana 
did also but with a three years’ limitation. The Standing Law Committee took up 
and urged the enactment of this statute by the various state legislatures this year and 
was successful in procuring its enactment in Michigan (time limit one year), Wash- 
ington (60 days) and in Oregon (30 days). Your Association should work for the 
enactment of this statute with as short a time limit ascan be procured. Itis curious 
to note how ideas differ asto the proper period of limitation. This one year statute 
was passed by both houses of the New Jersey legislature but the Governor vetoed it, 
giving as a reason that a change from six years to one year was too great a reduction. 

PAYMENT OF DEPOSIT IN TWO NAMES. 

The Law Committee has advocated the enactment of a statute “that when a 
deposit has been made or shall hereafter be made in any bank or trust company 
transacting business in this state in the name of two persons, payable to either, or 
payable to either or the survivor, such deposit, or any part thereof, or interest or 
dividends thereon, may be paid to either of said persons whether the other be living 
or not, and the receipt or acquittance of the person so paid shall be a valid and sub- 
sisting release and discharge to such bank or trust company for any payment so 
made.” The object of urging the enactment of this statute has been to clear up the 
doubt as to the authority of a bank after the death of one party to an account 
in two names to pay the survivor in case it should turn out that the survivor 
was not owner. The statute has been enacted this yearin California, Maine, Minne- 
sota, New Jersey, Oregon and Washington. Also in New York where it goes be- 
yond an authority to pay and declares that a deposit made in the name of two per- 
sons to be paid to either or the survivor becomes the property of such persons 
as joint tenants. I question the wisdom of attempting to create property rights 
from the mere form of a deposit and think the New York statute goes too far in 
this respect. I notice that you have the question of the advisability of enacting in 
your state this authorizing statute, upon the programme for discussion for to-day. 

BURGLARY WITH EXPLOSIVES. 


In 1906 the State of Maryland passed a law defining the crime of burglary with 
explosives and providing a heavy penalty therefor. The Law Committee has urged 
the enactment of this statute in the different states and it has been passed this year 
in eight states—Colorado, Michigan, Montana, Nebraska, New Jersey, North Dakota, 
Oregon and South Dakota—although the phraseology of the law and punishment 
prescribed is not uniform. 


CIRCULATION OF RUMORS AFFECTING BANKS. 

Many banks have suffered from runs or the withdrawal of deposits owing to 
false rumors concerning the standing of the bank which have been circulated by ir- 
responsible or malicious persons or because of false statements which have been 
published in a sensational press. This is an evil which should be stamped out by 
fitting punishment of instigators of these false rumors. The State of New Jersey has 
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taken the lead in this respect. An Act was passed this year by the New Jersey legis- 
lature providing that any person who shall wilfully or maliciously instigate, make, 
circulate or transmit to another or others any statement untrue in fact, derogatory to 
the financial condition or affecting the solvency or financial standing of any bank, 
banking institution or trust company doing business in the state or who shall counsel, 
aid, procure or induce another to start, transmit or circulate any such statement or 
rumor, shall be guilty of a misdemeanor. This legislation is a model which can be 
followed to advantage in other states. 

Time will not permit me to go into any further detail as to matters of legislation, 
accomplished or attempted, upon which the Standing Law Committee have been and 
are working. The subjects handled down to date are included in the annual report 
and the Committee will send a copy of this to any one who requests it. The subject of 
improving the security of municipal securities has been taken up by the Standing Law 
Committee as successor to the Committee on Municipal Securities of the American 
Bankers’ Association and work has been commenced looking to the validation 
of such bonds before negotiation by uniform state legislation and to the protec- 
tion of municipal issues against forgery and duplication. The American Bankers’ 
Association through its Law Committee is embarked upon an aggressive campaign 
to procure needed legal reforms upon a variety of matters and the Committee will be 
glad to co-operate with the legislative committee of your Association in ways which 


may be mutually useful. 


REVISION OF NEW YORK BANKING LAWS. 


Letter of Governor Hughes to A. Barton Hepburn, Edwin 8S. Marston, Edward W. Shel- 
don, Algernon S. Frissell, Stephen Baker and Andrew Mills of New York City. 


GENTLEMEN: In view of recent events it has seemed to me desirable that in- 
formation and recommendations should be obtained from men who, by virtue of 
long experience and expert knowledge, are in a position to judge of the measures 
which may be desirable to safeguard the interests of our citizens by promoting the 
security of financial institutions organized under the laws of the State and by pre- 
venting to the fullest extent possible the recurrence of disturbances such as we have 
lately witnessed. 

For this purpose I have no authority to create or authorize any State obligation. 
But for my own guidance and for the benefit of the people of the State I deem it 
both proper and important that at as early a date as possible and in advance of the 
meeting of the Legislature, opportunity should be afforded for the expression of ma- 
tured opinion with reference to the improvement of our financial legislation. 

I therefore request you, whom | have selected (without thought of disparaging 
the qualifications of others) as representative men having expert familiarity with 
these matters, to act as a committee for the purpose of collating facts, receiving sug- 
gestions and expressing the views which, after due reflection, you may entertain with 
reference to the following question : 

What, if any, changes are advisable in the laws of the State relating to the incor- 
poration, conduct of business and supervision of banks and trust companies ? 

I do not suggest any particular method of procedure on your part, being content 
to leave that to your own judgment. 

While your report will be formally independent of that of the Superintendent of 
Banks—who will also have these matters under careful consideration, and whose ad- 
vice I expect to receive— he will no doubt be glad to co-operate with you and to fur- 
nish any assistance within his power. Indeed, I believe that full and free conference 
with him throughout your deliberations will be mutually helpful. 

I must ask you to undertake this important work solely as a matter of public 
service, without provision for compensation or indemnity for expense. But you may 
be assured that your fellow citizens will not fail to gratefully appreciate your public 
spirit. 

I shall be glad to receive your report on or before December 15, 1907. 

I remain, very respectfully yours, CHARLES E, HUGHES. 





BANK RESERVES. 


ADDRESS OF NEWTON D. ALLING, OF THE NASSAU BANK, 
OF NEw YORK CITY, BEFORE NEW YORK CHAPTER, AMERI- 
CAN INSTITUTE OF BANKING, NOVEMBER 8, 1907. 


Cas to conditions prevailing for the past few years the idea has taken shape 
and spread that the banks, especially the national banks, should be allowed to 
carry less cash reserve than the law now prescribes, or that the law’s limitation 

should be removed and the reserve left to the judgment of each individual banker. 

I believe that such a step would be unwise, in fact, a step towards national financial 

disaster. Rather do I believe that all institutions doing a banking business should 

be forced by law to carry a reserve equal to that of our-national banks, or of our state 
banks at least. 

I also believe that within reasonable limits our country will have specie or gold 
reserve in its banks of such an amount as they are forced to carry and no more, tak- 
ing an average over a considerable period of years. That is, if for the past forty 
years the national banks had been allowed to operate with only a 10% reserve we 
would have no more specie now in the country than that percentage required, whereas 
if 2/7 banks had been required in the past to carry 20 we would have that now and 
would have accomplished as much commercially and on a firmer basis. This I think 
that I can prove by an appeal to your reason without the use of figures. 

We must bear in mind first that this country and practically all of the commercial 
countries of the world are upon a gold basis, that every credit instrument which passes 
in discharge of a debt is to all intents and purposes so many grains or ounces of gold, 
whether it be a gold certificate, government note, silver certificate, bank note, or a 
check, the creditor accepts it in perfect faith that if he presents it at the proper place 
it will be redeemed in that metal, the intrinsic value of which will be equal to the 
debt which he has cancelled. From this foundation is credit built, and on this founda- 
tion only can it be sustained. And while this foundation or condition holds, the 
above-named different forms of demand credit are interchangeable and coequal in 
their use, both with each other, and with gold itself except when some specific law 
or department or business rule intervenes. They are so interchangeable that govern- 
ment paper will be used more than gold itself, or bank notes will be used more than 
either of them, or bank deposits and checks will be used more than any of the others 
according to the needs, necessities and conveniences of the different communities 
under observation. Having this well in mind and also the fact that gold is not only 
the standard of value, but always the ultimate basis of credit, and that it must be held 
somewhere in some proportion, we are equipped for the consideration of our subject. 

In its early stages trade was simply barter, or the exchange of one article for 
another without any medium, value for value. The next step was the use of some 
coin or metal or trinket which had an intrinsic value as a medium of exchange. The 
important point is that this medium was supposed to always carry value with it. It 
was unnecessary to carry the transaction further in order to cash in. And substan- 
tially this rule may be said to have held that each transaction was made with coin of 
value or by actual barter. A promise to pay at some future time might be given, but 
that promise when it matured would be redeemed with coin, so it amounted to the 
same thing. What I am trying to impress upon you is that no form of credit money 
or demand credit was used to any extent. 
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POWER OF DEMAND CREDIT. 


It remained for John Law to discover the great latent power which lay in de- 
mand credit. How it could take the place of coin. How when it was readily ac- 
cepted it multiplied the actual coin in existence many times. 

In the United States this demand credit may take the form of the government's 
promise to pay on demand, which we call legal tender, or a bank’s promise when it 
is bank currency, or bank credits payable on demand, which are deposits. Of these 
is demand credit built up when the people are in the state of mind to accept them 
in lieu of gold or of anything of value. 

Please bear in mind that demand credit and time credit are two entirely different 
things. One is capital invested. The other is liquid capital and is used as currency 
or money, be it deposits or legal tender. Any use of the term credit hereafter please 
construe as demand. 

Credit, besides doing the work of gold, has done more. It has builded on to the 
skies a structure and a sphere of usefulness that metallic money could never accom- 
plish. There is not enough, and its physical difficulties of weight and wear rule it 
out. But we must never lose sight of the fact that it is the foundation. Credit takes 
the form of either a government’s or a bank’s promise to pay, and the bank’s promise 
may either be currency or deposits. There is a legal distinction between the last two, 
but I doubt if there is very much scientific difference between them as volumes of 
credit, or their effect upon prices and interest rates. 

A word as to the growth of this credit and the tremendous volume which it may 
assume. I presume that our government, instead of only 350 million notes or legal 
tender, might have 1,000 million outstanding if it were so minded, also the banks 
could increase their currency by as much, provided the country would absorb it all. I 
am simply giving an example of the growth of demand credit; or wealth, if you 
please, which does not exist. For no man can obtain them except for value, and he 
parts with them on the same terms, yet they are but a promise. 

I know that you have received my proposition to increase greenbacks and bank 
currency to such proportions not only as a fable but as a dangerous proposition, yet 
the very same thing has actually been accomplished by deposits in banks. 

There were by the last report of the comptroller in the national banks of the 
country, gross deposits of $6,000,000,000 and $4,000,000,000 of individual deposits. 
In state institutions there were $8,000,000,000, making a total of $14,000,000,000, 
which is subject to payment at any time—at least presumably so. 

I call your attention to these forms of credit to impress upon you the volume to 
which they may grow and on what a slender foundation they may be built, and not 
because I am in any manner opposed to them, or do not recognize their usefulness 
and necessity when properly controlled. 

HOW BANK DEPOSITS MAY BE INCREASED. 


How the first two may be increased—that is the government credit, or legals, and 
bank currency, is simple and familiar to you all. But how deposits may be increased 
is a little more intricate, and I will endeavor to show my view of it. 

Recollect please that I am speaking of the total deposits of all of the banks of 
the country and not of any one bank. I am nothere as an expert on building up a 
bank’s business. The first and natural cause of increase is the profits of the business 
of the country, of the merchant, the manufacturer and the farmer. The wage earner 
and man on salary, and professional man all contribute whatever they have left 
over and above their expenses if deposited in bank. 

Then there is another form of increase to which the first is a bagatelle, namely, 
the increase which comes from loans and discounts, and I shall divide this latter form 
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of deposit increase into two classes, namely,the commercial and the speculative. I don’t 
suppose it is necessary for me to explain that when a depositor gets a discount or a loan 
he increases the deposits of his or another bank by that much. The increase arising 
from this source when the loans are made to business men who need the proceeds in 
the regular course of their business enterprise I call a commercial increase. A dis- 
count is an advance by a bank upon a deferred payment. The payment presumably 
will be made anyway at its maturity and the bank is simply advancing the money to 
the payee and holding the promise of the payor as security. Just so with a loan to 
a business man for business purposes, even though a bond or bonds be put up as se- 
curity. The proceeds will find their way into the regular channels of trade if borrowed 
for a commercial enterprise as we are presuming they are, and moreover, the security 
is something which has existed for several years and which has been held by the 
borrower or another for a value equal to if not exceeding the loan. 

Now the other form of increase in deposits arising from loans, I call a specula- 
tive increase because the loan is made upon a new and perhaps presumptive value 
which did not exist before. For instance, a stock is selling at 50 on Jan. 1, and a 
bank will loan, say up to 40 per cent of its par value. On Aug. 1 that stock may be 
selling at 150, and banks will lend 140 percent onthe same stock. In other words, 
the loans and deposits of all banks are increased by 100 per cent of that particular 
stock. Of course this is exaggerated. Banks do not loan much on one stock, but 
when it is mixed in several different loans the result is the same. Here is where the 
fault of maintaining a fixed margin on collateral loans lies. A banker decides to keep 
a 15 per cent margin, then if the general security market advances 50 per cent he will 
loan just that much more on the same collateral. He is doing the very thing which 
aids a speculative boom. He is increasing credit currency by increasing his loans 
and deposits. This credit currency or deposit currency is just the same as money, or 
rather, has the same effect as long asit is accepted. If the same result were produced 
by printing more money it would be called inflation. 


INFLUENCE OF NEW SECURITIES. 


Another form of speculative increase in deposits is the absorption by the banks 
into their loans of brand new securities; digestion, [ think one of our financiers re- 
cently termed it, These securities are issued by all manner of corporations, railroad, 
industrial, etc. We will take an example: A man owns a steel plant, we will say, 
for which he would take two or three millions if he could sell to an individual only. 
But instead he will capitalize it and sell it,and still own it,which is better. He will bond it 
and common stock it, and preferred stock it, to the extent of $10,000,000, which is 
modest. He has created $7,000,000 or $8,000,000 which did not exist before, and 
this extra is sold, and finds its way into the banks as collateral, and what does it do ? 
It swells the loans and deposits. In other words, it has increased our credit cur- 
rency. But you say that property was worth what he sold it for on a 5 per cent 
basis. Suppose it was? Suppose it was worth $10,000,000 on a Io per cent or a 20 
per cent basis? The argument is thesame. Before, it was owned by an individual 
or individuals. If it wAs mortgaged, it was an old-fashioned bond and mortgage, and 
there it stopped. But now by this operation it has been turned into securities and in- 
jected into our credit currency, which it swells by so much, and which it never affected 
before. 

This has been going on for the past ten years, as you know, to a tremendous ex- 
tent. Take the buying of a railroad for forty million dollars and increasing its capi- 
talization to one hundred and twenty-two millions, as was but recently confessed by 
a financier. Suppose most of these securities are hypothecated. The loans and de- 
posits of all banks are that much larger. Created where they did not exist before. 
The deposits of the banks are increased by these new securities and the speculative 
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price of these securities is bolstered up by that same increase in deposits. Is it any 
wonder that the deposits of all our banks have grown so much in the past ten years 
that there is apparently not enough cash to afford an adequate reserve ? 

Deposits made from loans on value that did not exist before and which may be 
merely speculative, and deposits created from loans which are on value which may 
have existed before but which was not in sufficiently liquid form to be used as collat- 
eral. This same argument applies to the produce of the country, which more and 
more finds its way to the banks as collateral, but in these articles there is some stand- 
ard of value which may be correctly appraised, nor can the most astute financier make 
one bushel of wheat appear to be two bushels nor one bale of cotton, two bales. 

DO WE WANT TO LESSEN RESERVES? 


Now we come to the question, do we want to lessen the cash reserves which are 
held by national banks to support these rapidly increasing deposits? These reserves 
are 25 % in central reserve cities, of which there are three; 12% @ in forty other cities, 
and 6 @ in all other sections of the country. State banks are required to carry a re- 
serve varying from, say, 5 % to 15 % in different states and sections of a state. 

We must not be unmindful of the fact that government credit figures in this re- 
serve ascash. And let me call your attention to the great growth in the past few 
years of the deposits of trust companies who carry little or no cash reserve, but who 
depend upon a balance carried in a national bank to support their deposits. Also 
other classes of demand deposit institutions, also the intricate system of national 
banks carrying each other’s reserve, which is no reserve at allin time of panic when 
all banks are hustling for actual cash. We must bear in mind that when the pinch 
comes there are but two places where actual cash may be found in any quantity; one 
is in the vaults of reserve carrying banks, and the other is in the United States Treas- 
ury. And the Treasury only has it at such times as it has a surplus income, which it 
did not have in 1890-93, and we all know the result. During the prosperous times 
since 1896 a certain class of banking institutions have built up a tremendous volume 
of demand deposits while carrying little or no cash reserve, and I hesitate to predict 
what would happen if there should come a period of financial unrest when the Treas- 
ury did not have a surplus. 

What would be the effect of abolishing all restrictions upon reserves? Why, 
every banker would be thinking about dividends, of course, so he would loan all ex- 
cept what he actually needed or what the particular class of business of his bank de- 
manded. We have but to study the reports of institutions doing business without a 
reserve requirement to realize this, or to refresh our memories of the result of its ab- 
sence during the early history of our country. In Canada, where there are no res- 
trictions the banks carry less than 8 % reserve. What would be the result? Why, 
this increase in deposits from speculation would be carried just that much farther and 
when the pinch came the banks of New York would find themselves with only 8 4% 
instead of 25 %. I refer to Canada carrying 8 %, and I know someone is going to say, 
If they can get along with that why can’t we? Canada is nothing but a banking prov- 
ince of the United States. She uses our own denomination of currency. She ac- 
tually uses our gold, having no gold mints of her own, and I have repeatedly main- 
tained, and so state again, that if it were not for her proximity to a country which 
has kept a substantial cash reserve, Canada could not for long have continued on so 
slender a basis. Only inthe past year (October 1906) when the Ontario Bank failed 
five million dollars in gold were shipped from New York to Toronto for need. I sub- 
mit, what would she have done if New York were not so handy ? 

If reserve requirements are lowered or abolished deposits may increase until a 
stringency is felt at the lower level of réserve. Or suppose that bankers having more 
liberty can not loan all their available funds and there is a little competition and in- 
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terest rates go down. What is going to happen? Why, some of that reserve will 
be shipped away; gold will leave the country. And it will continue to go until the re- 
serve gets down to what the average banker considers a working balance, and then 
when the squeeze comes where will we be? 


WHAT ARE ADEQUATE RESERVES? 


The question will arise here, what will the average banker consider a good per- 
centage for reserves. I think that it would be pretty low for himself and high for 
others when the sailing was smooth, and the reverse when it was rough. I think that 
my contention that gold would leave the country is sound, as all maintain that a 
plethora of loanable funds results in gold shipments. So we come ultimately to the 
proposition that the country will carry such a specie reserve as it is forced to, and no 
more. This brings us to the parting of the ways between individual gain and public 
policy. On one side we have those who argue that it is not right for the business 
prosperity to be interfered with by a set cash reserve, which results in a high interest 
rate when the limit is reached ; on the other side we have those who contend that it 
is absolutely necessary that a certain stock of gold be kept in the country to support 
the credit of the banks, and ultimately that of the government; that this growing 
credit which does the work of gold so much better than gold itself could do it, would 
gradually encroach upon it more and more until we would suddenly awake to the 
knowledge that our stock had been so depleted that it was impossible to retrieve 
without going through the throes of a most disastrous panic. 

We have but to look back a few months ago while Mr. Shaw was Secretary, 
when New York banks were bidding in London against the Bank of England for the 
floating gold in that market to realize that this is true. Why were the New York 
banks so anxious to get that gold? It was because they were at the limit of their re- 
serve allowed by law and they had to replenish it or cut down their loans and de- 
posits. So there is gold now in the reserves of the country which would not be here 
if it were not for the reserve requirement. Can you imagine the result if the reserve 
requirement had suddenly been abolished at that time? Would not some of our 
gold have been possibly shipped abroad as the result of the bidding on the part of 
the Bank of England? And why was the Bank of England bidding for gold to re- 
plenish her reserve when it is subject to no reserve requirement ? The answer is to 
explain the difference between the banking and financial situation in this country and 
in England and France and Germany. Whereas we have over six thousand individ- 
ual national banks and as many more state banks, each with the first motive to earn 
as large dividends as possible, in those countries there is one central bank which is a 
quasi government institution and which is responsible for the reserve of the country. 

And their first motive is not the paying of dividends but the public weal and 
they have on their boards of directors the most accomplished and experienced bankers 
of the realm, who are continually feeling the pulse of their country’s business and who 
at the slightest sign of approaching danger prepare to meet it regardless of cost and 
dividends not only for themselves but for all bankers in their Kingdom. So they per- 
form a sort of paternal office and the carrying of a reserve is left to them without a 
hard and fast rule, but the result is the same for they never hesitate to raise the in- 
terest rate if they want to stop gold from going out of the country, or bring it in. 
With our 6,000 national banks, we have to attain the same object only with a fixed 
rule that is for the privilege of existence and of issuing circulation they are to carry 
the necessary reserve of the country. 

RESERVES AND PANICS. 


Panics as a phenomenon are the result of the growth of credit. Without credit 
there would be no panics. I think that is aself-evident proposition. Any condition 
which will lead to a loss of confidence in ultimate payment will lead to apanic. The 
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panic will be checked at onceif all demands are properly met and confidence restored. 

Secretary Sherman said at the time of resumption of specie payments, that, “ the 
way to resume was to resume.” And at once when that was done the government’s 
promises went to par with gold. 

There is a great difference between the time when an individual bank is in diffi- 
culties and when all the banks of the country are short of funds. I have heard a 
great many arguments in favor of a financial institution carrying some good bonds 
asa part of its reserve, and that is very sound if you contemplate a time when only 
one particular bank is short of funds, as the bank may readily sell or hypothecate 
them and thereby strengthen its cash reserve at very short notice. But at a time 
when every bank is husbanding its cash reserve, they can only be sold at a great 
sacrifice and probably not hypothecated at all, and in either case the proceeds must 
come from the vaults of another bank, so that the general situation is not helped at 
all. The same may be said for the proposition to carry reserve as a deposit in an- 
other bank. The suggestion to use Clearing House Certificates at a time when in- 
terest rates are going up, is simply fostering a bad condition. It is right to use Clear- 
ing House Certificates if perfectly sound institutions find it impossible to meet their 
obligations otherwise. But it is wrong to use them before such a condition arrives. 
In other words, let ususe any good method of stretching credit to help us out of a 
panic but not to help us into one. 

It needs little imagination to see that the further credit is stretched the worse will 
be the break when it does come. 

Another thing which should be noted is that it may not serve one particular bank 
to maintain a very large cash reserve if all of its neighbors carry a small one, for at 
the time of need it may find its reserve melting away to appear in other vaults as the 
result of the calling of loans. 

Now a word as to interest rates. We hear a great deal of the fluctuation of in- 
terest rates in this country as compared with those of Europe. First we must 
recollect that America is not Europe. That the conditions are different here. This 
is a new country and its development has been very rapid. We are building where 
there has never been any building before, whereas Europe has been populated for 
centuries. Improvements there mean reconstruction while here they mean new enter- 
prises. This is all focused in New York where the remarkable interest fluctuations 
occur. 

Then again the great State Banks of England and Europe overseeing the bank- 
ing business of their respective countries as they do, in a paternal sort of way, are 
enabled to guard the reserve and steady the interest rate as we do not and cannot. I 
have heard it stated and believe it to be true that the banks of England and France 
make a practice of borrowing money in the open market when rates are very low. 
These same funds they loan out again when the rate goes beyond what they consider 
a reasonable figure. The result is of course a steadying of the rate but that is not 
altogether the reason for doing it. The ulterior object is two-fold: first, to discour- 
age speculation; second, to protect their reserves by checking gold shipments, both 
of which are encouraged by a low interest rate. In this country a low rate may pre- 
vail for a considerable period ; then when speculation is at high tide, the rate goes up 
and checks it, and the rate goes up because the reserve limit has been reached. If 
our friends who propose abolishing a reserve requirement had their way the specula- 
tion would go on until there was comparatively no reserve and then the rates would 
go up just the same. 

RESERVE REQUIREMENTS. 

That our present reserve requirement is too rigid is not true because it does not 

deny a bank the privilege of using its reserve but does deny the privilege of making 
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any new loans, though it may renew, until its position is regained. That there is an 
element of weakness in carrying part of the reserve in another bank, I will admit and 
that is all the more reason why we should be very jealous of any proposition to lessen 
the actual eash reserve now required. 

Now I have endeavored to prove that with our banking system deposits and so 
credit currency could go on increasing indefinitely through the loans made on the 
increasing values of securities and on new securities and values which were not pre- 
viously available as collateral unless there were some check such as our reserve re- 
quirement. 

That without this requirement the speculative growth would proceed until the 
same predicament obtained only at a lower level of reserve, which would be fraught 
with great danger, 

I have endeavored to prove that it is to the interest of the country and the bank- 
ing system as a whole, mind you, and not for an individual bank, and that we could 
not rely upon banks as individuals to maintain it on account of competition and divi- 
dends. That without this requirement speculation would go unchecked or gold 
would be exported. In either case the reserve would be lowered. That under pres- 
ent conditions a country will have such a reserve as it is forced to have and no more. 

It is not necessary for me to prove that this is a great country and that it has 
seen an era of wonderful prosperity, and that the soundness of this amazing growth 
is beyond question, and I firmly believe that one of the contributing causes which 
has enabled us in the past forty years to meet the most trying times without a serious 
setback was this same hard and fast rule which, though it may have caused us to 
slow up a bit at times, kept in the vault of every national bank, at least, throughout 
the country a reasonable amount of actual reserve. 


THE RESTORATION OF CONFIDENCE. 


Resolutions adopted by the Board of Directors of the National Association of Credit Men in 
annual meeting assembled, at Indianapolis, Ind., Nov. 11, 12, 1907. 


The National Association of Credit Men, the largest commercial organization in 
the United States, with a membership of 9,000, representing a vast amount of capital 
invested in the manufacturing and mercantile business of the country, through its 
Directors in meeting assembled at Indianapolis, Ind., Nov. 11, 1907, affirms its im- 
plicit faith in the commercial integrity of the Nation and in the business principles 
on which the affairs of the mercantile community are conducted ; therefore be it 

Resolved, That from trustworthy trade and financial information, received from 
every section of the country, the Association unhesitatingly declares general business 
conditions to be fundamentally sound, and believes that the present financial dis- 
turbance, notwithstanding the stringency of the currency, will be of short duration ; 
and be it further 

Resolved, That the Association calls on all its members to support one an- 
other in an effort to restore the confidence of the people so unnecessarily shaken at 
this moment, and to urge upon everyone the necessity of upholding business interests 
by depositing their money now, as in the past, in the banks of their respective towns 
and cities, to the end that it may be used for its legitimate purposes, viz., the carrying 
on of the vast business of the country; and be it further 

Resolved, That this Association pledges every member to do all in his power to 
restore the confidence of the public at large in the solvency and prosperity of our 


Nation. FRANK M. Gettys, President. 
CHAS. E, MEEK, Secretary- Treasurer. 
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EMERGENCY OR ELASTIC CURRENCY. 


By Whom to be Issued: The National Banks in the Central Reserve Cities of 
New York, Chicago and St. Louis. 

Why by these Cities? Because they are the nerve centers of our business life 
and are best located to respond normally to unusual business activity or business 
depression. Bank credits and currency requirements here first feel the strain and are 
first to notice any easing tendency. 

How to be Issued: Under the joint authority and control of the Clearing Houses 
of the three cities, together with the Treasurer, the Comptroller of the Currency and 
Attorney-General of the United States. 

When to be Issued: Whenever in the opinion of these Clearing Houses it be- 
comes necessary in order to prevent stringency of currency or circulating medium. 

Security: Listed railroads bonds, state or municipal bonds approved by the 
Clearing Houses of the three cities and the Attorney-General of the U. S., Railroad 
bonds, state or municipal bonds thus approved to be security at 80 percent of their 
par value. Each bank issuing putting up with Government 5 percent deposit at time 
of issuing currency, as at present to be withdrawn when currency is cancelled. _ 

How Much to be Issued: Any amount up to the capital stock of the bank apply- 
ing for the privilege, the Clearing House Committees, Comptroller of the Currency and 
Treasurer fixing the amount in each case. 

REDEMPTION : It shall be an emergency currency in the sense that it shall be 
retired when the necessity which called it forth has passed. In the discretion of the 
above committee, it may be issued for two, three or four months, and it shall be a 
misdemeanor, punishable by a tax of 2 percent on the face value, for any bank or 
banking institution to have in its possession any note for more than forty-eight hours 
after the term has expired for which it has been issued. 

Where Redeemed: In the cities where it was issued, by proper government 
Officials, who shall return collateral and 5 percent guaranty fund to the bank of issue 
when the circulation has been destroyed. 

Amount of Issue: Under this plan approximately: 

Se I CII. coy cas bec cacnsw ents’ eecsed $114,500,000 
Chicago _ 
St. Louis “ 


Other cities wishing the privilege of issuing currency would have to become 
central reserve cities and the national banks in those cities would be required to keep 
25 percent of their deposits on hand in legal money of the United States. 

A conference of the Clearing House Committees of these cities should be called 
as soon as possible and decide upon some plan to present to the joint committee of 
Congress, and we should have legislation on this important matter at the earliest 
possible moment. Write your correspondents in these three cities urging action 
upon currency legislation. JOSEPH CHAPMAN, JR. 

MINNEAPOLIS, MINN., November 6th, 1907. 
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ON THE TELLERS OF A COMMERCIAL BANK. 





The Receiving Teller’s Department. 
PART X. 


DEPOSIT SLIPS (Continued). 


BY M. F. BAUER, 
Paying Teller of The American Exchange National Bank, New York. 


HEN we speak of a bank deposit we refer on one hand to cur- 
rency—money—and on the other hand to deposit currency— 
checks. 

The money and the checks are listed on a deposit slip and passed 
to the Receiving Teller for his approval and verification, 

The amount approved by the Receiving Teller as verified by him 
is placed to the credit of the depositor on the books of the bank. 

Though the principle of free and untrammeled business is funda- 
mental with us, the government has found it necessary to restrict the 
right to receive deposits and act as a banking concern. Our laws re- 
serve that power for the banks who have either been chartered as 
such, or been organized under the state or federal banking laws, and 
for trust companies; and to private bankers who submit to the super- 
vision of the State Banking Department. 

Bank deposits are made—First, because the bank has all the 
special facilities to handle the money and collect the checks—Second, 
it is considered a place where extraordinary measures are taken for 
safeguarding money, and—Third, the depositor can at any time 
during banking hours go to the bank, and though he has previously 
deposited only checks, he can now demand the actual money. This 
last statement I will have to qualify, however, in view of the ab- 
normal conditions which have recently prevailed in the business world 
of this country. 

Banks are at the present time discriminating against depositors 
who deposit money and those who deposit checks. No depositor can 
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demand but a very small percentage of his credit standing on the 
books of the bank in money, when his deposits consist of only checks, 
for banks in collecting checks are receiving only certificates in pay- 
ment, and only those depositors who deposit money are accorded the 
tight to demand money from the bank in return forthe money which 
they deposited. However, depositors may draw theirchecks payable 
through the Clearing House against checks which they deposited. 

When such deposits can be drawn against depends entirely upon 
the nature of the deposit. If it consisted entirely, or part, of money, 
the like amount of money may be withdrawn immediately, if neces- 
sary; and if the deposit contained all checks, only when these checks 
have been collected and reduced to current funds. 

When one may consider checks collected and proper to draw 
against depends entirely upon where these checks are payable. This 
question, however, I will discuss in another paper, as in this paper I 
wish to speak principally on the money part of the deposit. 

Only a small percentage of the total daily deposits of the banks 
consist of money. When one takes into account the average deposit 
of the large wholesale houses, rarely, if ever, does it contain any 
money. And many of the large banks in the wholesale district will 
not even average one per cent. of their daily deposits in money. On 
the other hand, when we take the banks in the retail districts, we find 
just the opposite; the far greater part of their daily deposits is 
made in small bills, namely, in denominations of ones, twos, fives, 
tens and twenties. The one bank therefore receives an insufficient 
supply of small bills, while the other bank receives and has in its 
vaults an over supply of small bills. 

This condition is remedied in a way, however, by an arrangement 
between these two kinds of banks, which is a benefit to both. The 
bank which receives few bills requires for its counter use a heavy sup- 
ply of bills of small denominations for pay-rolls, etc., and is therefore 
short of this kind of money. 

The bank receiving many smal! bills is more than well supplied 
for its counter use, as the greater part of the withdrawals of its deposits 
are made by checks presented through the Clearing House. In order 
therefore that the bank with the small bills may pay its Clearing House 
Debit balances—which such banks must naturally have—in bills of 
more convenient form for payment of balances, it exchanges its small 
bills for those of large denominations with the other bank—which is 
naturally a credit bank—at the Clearing House, thereby aiding itself 
by helping the other. 

This, of course, is not a custom pursued by all banks, but few 
banks, however, receive on deposit just that proportion of small or 
large bills requisite for their regular business without having at some 
time to make an exchange. 

Having chosen to speak first on the money received in a deposit, 
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I will try to show how it is handled from the time it is passed to the 
Receiving Teller by the depositor until it finally reaches the Paying 
Teller for payment, or is presented to the Treasury for redemption. 

Every bank should have its deposit slips so printed that money is 
given the place at the head of the list. What distinctions are made 
here is a matter of system of the bank, but generally specie on one 
line and bills on the next is sufficient. 

In receiving deposits, therefore, a teller should never fail to look 
first at this part of the slip, and if the depositor charges the bank on 
his deposit slip with money, he should first of all verify it; this 
should be a hard and fast rule with him. 

How often have I heard of cases where the depositor charged the 
bank on his deposit slip with money, and, through oversight or other- 
wise, failed to enciose it. The teller, without having made any fixed 
rule of procedure for himself, though noticing the charge of money, 
and presuming it to be at the bottom of the checks, begins by verity- 
ing the checks. By thetime he has passed on the last item at the 
bottom of the slip he has forgotton about the omission of the money, 
and gives the depositor a receipt in fullin his passbook. So long as 
a depositor in such a case will afterward make good, no harm will en- 
sue, except perhaps, a teller’s delight—a difference. But should the 
depositor claim to have handed in the money with his deposit to the 
Receiving Teller, or should the depositor really have enclosed the 
money in the deposit, and his clerk have abstracted the money on his 
way to the bank, and the teller failing to discover the omission at the 
time and having receipted forthe full amount of the deposit in the 
pass book, such an oversight may prove very serious. One might say 
that such a clerk took extraordinary chances. Not atall. If such an 
omission be discovered at the bank at the time it would be a simple 
matter for the clerk to make some excuse, and pretending to return 
to the office come back shortly to the bank with the money. 

This latter case came under my own observation. Had I failed to 
detect this omission no doubt the case would have ended in a law-suit. 

After the teller has verified the money he should not be content 
with an ordinary checking, no matter how peculiar the mark may be, 
as having received the money; it should be nothing short of his in- 
itial. Thisnot only makesa distinction between his receipt for checks 
and money, but makes a stronger impression on his mind, and en- 
ables him more readily to recall his action, if necessary. This rule, 
if strictly carried through, willovercome much unnecessary work and 


annoyance. 
(Zo be Continued.) 
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PROGRESS OF THE UNITED STATES, 1800-1907. 


“ Statistical Record of the Progress of the United States, 1800-1907,” is the title 
of a publication just issued by the Bureau of Statistics of the Department of Com- 
merce and Labor, and while composed exclusively of columns of figures, the record 
of progress which it shows for the United States and its industries and commerce is 
extremely interesting. Among the many interesting facts which it presents is that 
the money in circulation in the United States on July 1, 1907, was 2,773 million dol- 
lars, against 2,736 millions in 1906 and 1,640 on the corresponding date of 1897, a 
decade ago. Deposits in savings banks are set down at 3,495 million dollars, against 
3,299 millions in 1906 and 1,983 millions in 1897; the total deposits in all banks, at 
13 billion dollars in 1907, speaking in round terms, against 12 billions in 1906 and 
but 5 billions in 1897. The public debt, less cash in the Treasury, is given at 878 
million dollars in 1907, against 964 millions in 1906 and 987 millions in 1897; and the 
per capita indebtedness, $10.26 in 1907, against $11.46 in 1906 and $13.78 in 1897. 
The annual interest charge of the public indebtedness on July 1, 1907, is given at 
twenty-one and two-third million dollars, against 234 millions at the corresponding 
date of last year and thirty-four and one-third millions at the corresponding date of 
1897 ; and the annual interest charge per capita, 25 cents in 1907, against 28 cents in 
1906 and 48 cents in 1897, a decade earlier. 

The merchandise imported into the country is given at 1,434 million dollars in 
the fiscal year 1907, against 1,227 millionsin 1906 and 765 millions in 1897, having thus 
nearly doubled during the decade; while exports of domestic merchandise are set 
down at 1,854 millions in 1907, against 1,718 millions in 1906 and 1,032 millions in 
1897. Manufacturers’ crude materials imported are given at 477 millions in 1907, 
against 415 millions in 1906 and 196 millions in 1897; manufactures for further use 
in manufacturing, at 274 million dollars, against 220 millions in the immediately pre- 
ceding year and 88 millions in 1897, a decade earlier. On the export side, crude ma- 
terials for use in manufacturing are given at 593 millions in 1907, against 500% mil- 
lions in 1906 and 297 millions in 1897; manufactures for further use in manufactur- 
ing, at 259 millions, against 226 millions in the immediately preceding year and 98 
millions in 1897; and manufactures ready for consumption, 481 millions in 1907, 
against 460 millions in 1906 and 213 millions in 1897. 

The records of production are also encouraging. While the figures of produc- 
tion are in most cases stated by calendar years and can therefore be given in this 
publication only for the calendar year 1906, they show in nearly all cases an improve- 
ment over the immediately preceding year. Pig-iron production for 1906 is given at 
over 25 million tons, against 23 millions in 1905 and nine and two-third millions in 
1897. Petroleum production is given at five and one-third billion gallons, against 
two and one-half billions a decade earlier. The number of cotton spindles in opera- 
tion in mills of the Northern States, fifteen and two-third millions, against 13.9 mil- 
lions in 1897 ; and of the Southern States, 9 millions, against 3 millions in 1897. 

Evidences of activity among the manufacturers are shown by increased importa- 
tions of material used by them. Crude rubber imported during the fiscal year 1907 
amounted to 77 million pounds, against 5734 millions in 1906 and 35% millions in 
1897; raw silk imported, nearly 19 million pounds, against 17 millions in 1906 and 
less than 8 millions in 1897; while many other articles used in manufacturing show 
material gains over the imports of last year and large increases when compared with 
those of a decade earlier. 











HIS department is carried on for the benefit of all subscribers, who are entitled 
to submit questions of general interest, and expect prompt and careful considera- 
tion thereof, without charge. The names and places of those submitting inquiries are 
published, unless special request is made to the contrary. 
For unpublished replies, of a private nature, a reasonable charge is made. 


VALIDITY OF NOTE DATED ON HOLIDAY. 


Note dated on legal holiday and delivered on following day is valid and enforceable against the 
maker. 


Editor Banking Law Journal: MILWAUKEE, WIS., September 26, 1907. 
DEAR SIR:—A note is dated September 2, which is a legal holiday in Wisconsin 
(Labor Day) and was received by the payee through the mail the next morning. Is 
this note good as between the payee and drawers? If you can refer me to a case 
covering this point I will appreciate it. L. 


Answer.—The note is good and enforceable against the maker. 
Even if dated on Sunday and delivered on Monday, the note would 
be valid. At common law, secular business might be conducted on 
Sunday but by statutes in many states no contract can be entered 
into on Sunday or secular business legally conducted. Under such 
statutes it has been held that as it isdelivery which completes a con- 
tract, a note dated and signed on Sunday, but delivered on Monday 
is a valid contract. For example, in Conrad v. Kinzie, 105 Ind. 281, 
in an action upon a promissory note alleged by defendant to have 
been signed and delivered on Sunday, it was held that before 
the defendant can successfully make out such a defense, he must 
prove by a fair preponderance of evidence that he not only executed 
the note on Sunday, but that it was delivered and accepted by plain- 
tiff on Sunday, If delivered on Monday, it would be valid. And 
there are many cases which hold that parol evidence is competent to 
show that a note signed on Sunday was delivered on a different day, 
notwithstanding it was dated on Sunday. 

But the note inquired of was not dated on Sunday, but on a legal 
holiday and was delivered on the following business day. With 
stronger reason, therefore, is it valid. In Spalding v. Bernhard, 76 
Wis. 368, in which the validity of a bond was assailed because exe- 
cuted on a legal holiday, the court held it valid and said: ‘There are 
numerous cases in the books holding, in effect, that no act will be 
held illegal merely by being performed on such legal holiday, unless 
forbidden by statute.” The court goes on to say that other legal 
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holidays have not the same status as Sunday. Itsays: ‘*‘Whena 
statute declares them to be legal holidays, it does not permit a refer- 
ence to the legal status of Sunday, to discover its meaning; for it 
proceeds to interpret the phrase, so far as it is prohibitory, by an ex- 
press enactment declaring what shall not be done thereon. What it 
thus expresses is prohibited, what it fails to prohibit remains lawful 
to be done.” 

The Wisconsin statute does not prohibit the execution and de- 
livery of a note on a legal holiday, therefore it may lawfully be done. 
Even if it did, a note dated and executed on a legal holiday but de- 
livered on Monday would be valid because it is the delivery which 
completes the contract. 


CHECK “IN FULL.” 


Efficacy of inserting ‘*in full for all demands to date’’ or similar statement, as a condition 
binding on the payee who receives and retains the check. 


PITMAN NATIONAL BANK, 
Editor Banking Law Journal: PITMAN, N. J., OCTOBER 16, 1907. 


DEAR SIR:—Ina volume of “ Woods’ Fine Points on Banking,” by Samuel 
Woods, we find the following notation, viz.: 


“ The highest courts have decided that anything written in the body of the check 
means nothing whatever, such as in full for horse and carriage, in full for your inter- 
est in my business, in full for rent of your house ; or, in full for all demands to date.” 


In a work entitled “ Simonton on the Law of Checks, Notes and Banks,” however, 
we find the following decision : 


“‘When a debtor sends a check to his creditor, for a sum less than the latter 
claims is due him from the former, with a statement that it is in full settlement of the 
disputed claim, or states on the check that it is in full settlement, the creditor by re- 
taining or using the check is held to have reeeived it in full settlement, and he cannot 
credit the amount of the check and sue for the balance (148 N. Y., 326; 54 App. Div., 
412). The debtor should as a matter of precaution write on the face of the check that 
it is in full settlement of the matter in dispute.” 


As these articles seem somewhat conflicting, we would appreciate an opinion from 
you through the “ JOURNAL,” WADSWORTH CRESSE, Cashier. 


Answer.—The statement in a check ‘‘in full for horse and car- 
riage,” or ‘tin full for rent of your house,” or ‘‘in full for all 
demands to date,” or ‘‘in full for your interest in my business” is a 
statement of the consideration for which the check is given, which 
does not affect the negotiability of the instrument, and if the payee 
takes and collectsa check with this statemeut upon it, he is or is not 
bound by such statement according to circumstances. That is to 
say, if the debt for which the check is given in full is a certain and 
liquidated amount, the acceptance and collection of the check does 
not debar him from recovering the balance—in this sense, the words 
‘sin full,” etc. mean nothing whatever as to the payee—but if the 
debt is unliquidated and disputed, these words do mean something, 
for acceptance by the payee of the check with this condition debars 
him from recovering the balance. To illustrate: 
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(1) A owes B $100 for rent. He mails B his check for$8o ‘‘in full 
for rent of your house.” B collects the check. B is not debarred 
from collecting the remaining $20. 

(2) B sells A a horse and carriage for $500, and warrants the horse 
is sound. The horse is not as represented, and there is a breach of 
warranty. This is communicated to B and the amount which A 
should pay B, if A retains the horse and carriage becomes a matter 
of dispute, and remains uncertain between thetwo. A mails B his 
check for $250 ‘‘in full for horse and carriage.” If Baccepts and col- 
lects this check he takes it in full settlement and cannot recover any- 
thing further from A. 

There are numerous cases which support the proposition that 
where a check ‘‘in full of account todate "is given fora debt or claim 
which is fixed, certain, or liquidated, the acceptance of the check by 
the creditor, for a less amount, does not satisfy the debt but the 
creditor is at liberty to recover the balance; but that where such a 
check is givenin payment of a debt or claim, the amount of which is 
a subject of genuine dispute, the acceptance of such check by the 
creditor, constitutes a satisfaction of the whole debt, and debars him 
from recovering any balance which heclaims to bedue. We have 
heretofore published numerous cases supporting both branches of 
this proposition ; we will here refer to two only. 

(1) A held a judgment against B for $161.34 and B mailed his 
check for $75 ‘‘in full of all account or claims of whatever nature.” 
Held, the acceptance of the check by A did not bar him from recov- 
ing the balance of the judgment. (Tucker v. Marvin, 2 Pa. Dist. 
Rep. 497.) 

(2) A paper company received a quantity of pulp from another 
paper company. The pulp when shipped was wet and after inspec- 
tion by representatives of seller and buyer, there was a disagreement 
as to the proper percentage to be deducted for moisture. The buyer 
mailed its check for $1,653.06, ‘‘in full of account:” The seller com- 
pany had the check certified and then sent a statement of account in 
which, after crediting this amount, a balance of $494.24 was set out. 
An accompanying letter stated they would not accept the check in 
settlement of the account and asked acheck for the balance. Ina 
suit for such balance the court held that the claim, being un- 
liquidated, the acceptance of the check with acondition imposed ex- 
tinguished thedebt. It said ‘‘There was a genuine dispute between 
the parties as to the amonnt of the debt. If the defendant was cor- 
rect, the amount for which the check was drawn covered the indebt- 
edness. If the plaintiff's contention was to prevail, the debt was fora 
larger sum. The amount due was one of two sums, but which sum 
was uncertain. The claim was consequently unliquidated. The de- 
fendant mailed its check for the amount it claimed to be unpaid, and 
stipulated in the check that it was to be received in ‘full payment 
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and satisfaction of the account,’ astatement of which was endorsed 
on the check. The defendant had the right to impose the condition 
upon which acceptance wasto be made. The payee was not obliged 
to accede to the condition. It could return the check, declining to 
accept it in full payment. If, however, it used the check, causing 
the account of the defendant with the drawee to be depleted by the 
sum represented by it, it acceded to the stipulation which defendant 
imposed. Thetransaction then became anexecuted contract. Hav- 
ing presented the check to the bank, causing it to be certified, the 
plaintiff could not thereafter claim it did not intend to accept the 
check in full payment, but only to be applied on the debt.” (St. 
Regis Paper Co. v. Tonawanda Board & Paper Co., New York 
Supreme Court, Appellate Division, Fourth Department, 22 B. L.J. 


783.) 


CHECK FOR MORE THAN BALANCE. 


Drawee bank refusing payment and holding same for collection has no right to refuse 
payment of subsequently presented checks, within the balance, before customer has sufti- 
cient amount to his credit to satisfy excessive check. 


Editor Banking Law Journal: , NEW JERSEY, October 28, 1907. 

DEAR S1R:—A bank in this state has $800 to credit of A. A’s check for $1,000- 
is presented and refused payment for lack of sufficient funds. Holder leaves check with 
bank for collection when deposit is good for the amount. In the meantime, three 
checks of A are presented, one for $100, one for $150 and one for $87. Should bank 
decline to pay these and hold the $800 deposit towards the $1,000 check, or is its 
duty to pay these smaller checks which are within the balance ? 

NEw JERSEY CASHIER. 





Answer.—The bank has na right to refuse payment of the checks 
within the balance, but should pay same. Underthe Negotiable In- 
struments Law of New Jersey and elsewhere a check is not an assign- 
ment and gives the holder no right of action against the bank until it 
accepts or certifies the check. The taking of the check for collection 
does not amount to an acceptance making the bank liable as acceptor, 
nor obligate it to apply the balance in part payment. The bank really 
holds two relations of duty, one to its depositor, to pay his good 
checks, and the other as agent of the holder, to collect the $1,000 
check when in funds. But the duty always exists to its depositor to pay 
when in funds, and therefore its payment of the smaller checks within 
balance is not in violation of its duty as agent of the holder of the 
excessive check which is not within the balance. The duty of such 
agent at the most, we believe, would be to pay such check when the 
balance reached the $1,000 amount; but the holding of such check for 
collection would not make it its duty to withhold payment of subse- 
quently presented checks within the balance at a time when such bal- 
ance was not sufficient to pay the $1,000 check. To do so would vio- 
late its other and primary duty to its depositor to pay his good checks. 














INQUIRIES AND CORRESPONDENCE. 935 
FOREIGN PROMISSORY NOTE. 


Is protest necesssary to hold indorser of promissory note indorsed in one state and payable in 
another ? 

Editor Banking Law Journal: MOUNTAIN HOME, IDAHO, October 12, 1907. 

DEAR SIR :—I believe the law recites that an inland bill is one which on its face 
purports to be both drawn and payable within the state and that any other bill is a 
foreign bill; wherefore would ask if a note were drawn in one state, payable to a 
party within the same state, but was ultimately discounted to a party in another state, 
but before due was sent to a party in the original state for collection, would this be 
considered a foreign bill, and whether or not it would be zecessary to protest same ? 

CASHIER. 


Answer.—Protest is not required except in the case of foreign 
bills of exchange although by the Negotiable Instruments Law and 
by state statutes where that law has not yet been enacted, protest of 
any other negotiable instrument, while not obligatory, is permissi- 
ble. The question, then, is this: 

If A makes his negotiable note to order of B, payable in the same 
state, B goes to another state and there indorses the note to C, and C 
forwards the note for collection to the state where payable, is B’s in- 
dorsement to order of C made in another state than that where the 
note is payable, the drawing of a foreign bill of exchange upon the 
maker which requires protest to prove dishonor and charge such 
indorser? 

There are only a few authorities in which this question has been 
considered in the past, and these authorities present a conflict of 
view. No less than three different propositions have been held by 
different courts upon the subject, namely: 

(a) A note made (or indorsed) in one state and payablein another, 
is a foreign bill of exchange which requires protest. | 

(b) While protest is not reguired as in the case of a foreign bill of 
exchange, the transaction is sufficiently similar to the drawing of a 
foreign bill of exchange, to make the protest of a foreign notary 
competent evidence, to prove dishonor, although not indispensable 
evidence. 

(c) A note made or indorsed in one state and payable in another 
is not a foreign bill of exchange and the certificate of protest of the 
foreign notary is not competent evidence. 

First, to cite the authorities which have held protest necessary. 
In Brown v. Wilson, 45 S. C. 519, decided in 1895, it was held that it 
is not necessary to protest a promissory note in order to make an in- 
dorser liable, uu/ess the note is made by a person in one state and 
payable to aperson residing in another state. In that case, it is con- 
sidered in the light of a foreign bill of exchange requiring protest. 
The court cites, Cape Fear Bank v. Stinemets 1 Hill, S. C. 44, where 
@ note was drawn in New Haven, Conn., payable in Fayetteville, N. 
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C., and it was held a foreign bill of exchange within the rule requir- 
ing protest of foreign bills of exchange. 

Also in Piner v. Clary, 17 B. Monroe 645, the Court of Appeals of 
Kentucky, held that a certificate of deposit issued by a banker in Cincin- 
nati, was in effect a negotiable promissory note, and when indorsed 
by the holder in Kentucky, the act of indorsing was equivalent to a 
new drawing of a bill on the maker in another state. The instru- 
ment was therefore placed on the footing of a foreign bill of exchange 
and protest for non-payment was indispensably necessary. 

Next, to refer to the cases wherein it is held that protest may be 
made and will be competent evidence to hold the indorser; but that 
it need not be made, and other proof of dishonor is competent. In 
Smith v. Little, ro N. H. 526, it was said that ‘‘an indorsed note, 
though it may have a similitude to and an operation like a bill of ex- 
change, is not one, technically speaking; and it is not necessary to 
prove its dishoner by a protest, even where the maker and indorser 
reside in different governments.” This language was referred to in 
Williams v. Putnam, 14 N. H. 540, where the court further said: ‘* But 
it by no means follows, that it ay not be proved in that way, although 
it ts not necessary so to prove it * * * each indorsement of a bill isin 
effect a new bill, drawn by the indorser upon the acceptor; and the 
similarity between the indorsement of notes and the drawing and in- 
dorsement of bills of exchange is so great that there can be no sound 
reason given for establishing or preserving a distinction between them 
and requiring a different character of evidence to prove the same facts 
with regard to two instruments which, though different in some res- 
pects as to their formal phraseology, are so essentially similar in their 
nature and operation.” Also in Ticonic Bank v. Stackpole, 4: Me. 
302, it is held that a note payablein another state, in a suit against 
the indorser may so far as to admit a protest as evidence, be treated 
as a foreign bill. (Citing the New Hampshire cases above referred to.) 

The third class of cases are those which hold that protest of a 
foreign promissory note is not only not indispensable, but that the 
certificate of a foreign notary is inadmissible to prove dishonor. 

In Kirtland v. Wanzer, 2 Duer, 278, a note dated at New York 
was made payable at New Orleans, the payee indorsing the note at 
New York. In an action against the indorser in New York, the cer- 
tificate of protest of the New Orleans notary was rejected as evidence. 
The court said: ‘‘ The law is settled that it is only in relation to foreign 
bills of exchange, that the protest of a foreign notary can be admitted 
in evidence and the notes now in prosecution are certainly not bills of 
exchange. It is true that promissory notes payable in another state 
or country may, for remittance, answer the purpose of bills of ex- 
change; but this circumstance is no more sufficient to convert them 
into bills of exchange than were they bonds under seal, containing 
the same provision as to place of payment.” 
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Also in Corbin v. Planters National Bank, 87 Va. 661, a note was 
made and payable in the state of New York, was indorsed there and 
was again indorsed by a holder in Virginia for whom it was discounted 
by a bank in Richmond. The note was protested by a New York 
notary. In an action in Virginia against the indorser, the court re- 
fused to allow the certificate of protest of the New York notary as 
evidence of the dishonor of the note. The instrument was held not 
a foreign bill of exchange with reference to the liability of the in- 
dorser, but a promissory note. 

In view of these conflicting decisions, were they to constitute the 
sole guide, it would be difficult to answer the question, whether or 
not it would be zecessary for a collecting bank in Idaho to protest a 
promissory note for non-payment, which had been indorsed in another 
state, in order to hold a foreign indorser. Under these decisions it 
would be doubtful whether if such protest was made and the Idaho 
notary’s certificate was introduced in evidence in an action against 
the indorser in such other state it would be held competent evidence 
to prove dishonor, or whether, on the other hand, if not made, it 
might not be held that the instrument with respect to the indorser 
was a foreign bill of exchange and that no other evidence than a cer- 
tificate of protest of a notary would be admissible to prove such dis- 
honor. 

But we think the Negotiable Instruments Law can be construed 
as settling the question in favor of the non-necessity of such protest. 
That law after making a protest necessary in the case of foreign bills 
of exchange provides that ‘‘ where a bill does not appear on its face 
to be a foreign bill, protest thereof in case of dishonor is unnecessary.” 
(Sec. 260 N. Y. Act). Further ‘‘unless the contrary appears on the 
face of the bill, the holder may treat it as an inland bill.” (Sec. 213 
N. Y. Act). 

A promissory note indorsed in one state and payable in another 
certainly does not appear on its face to be a foreign bill, and it would 
seem that this language would render unnecessary a protest of such 
note in the event of dishonor. We presume the above provisions of 
the act primarily have reference to a bill of exchange which does not 
show upon its face that it is drawn in one state and payable in an- 
other, although such be the fact, so as to excuse the requisite of pro- 
test by a holder who has such knowledge only as its face imports. 
But we think the language also would be construed to apply to the 
case of a promissory note made or indorsed in one state and payable 
in another. If thisis a foreign bill of exchange it certainly does not 
so appear on its face. 

While this question of protest of foreign promissory notes is 
a troublesome one, we incline to the view, in the existing state of 
the law, that protest is not necessary to hold an indorser in one state 
of a note payable in another. 
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A CANADIAN VIEW OF POSTAL SAVINGS BANKS. 


A recent editorial in Tze Financéal Post, referring to the proposal of the United 
States Postmaster-General to establish postal savings banks in outlying districts where 
there were no banking facilities and to deposit the funds in the nearest national banks 
has called forth considerable comment because we contrasted this policy with that 
which has been pursued in Canada with regard to the Dominion Postal and Govern- 
ment Savings Banks. The Of¢tawa Journal says it does not see the connection be- 
tween this proposition for the establishment of postal banks in the United States and 
our argument for their abolition in Canada. It seemed to us that the conclusion was 
so obvious in its bearing on financial conditions as not to require much elucidation. 
We will endeavor to lighten the suggested obscurity of our argument. 

It is not the intention of the United States Postmaster-General to establish deposi- 
taries at points already served by the banks. He does not intend to compete withthe 
banks for the people’s deposits. He proposes only to increase deposits in the national 
banks by gathering up the stray hoardings in outlying hamlets not served by the 
existing banks and sending them to the nearest national banks. 

In Canada our branch bank system enables our banks to go into places where 
banks could not exist under the United States system. Our system is so wideiy ex- 
tended that there are no points which are not practically served by our bank branches 
as effectively as by the postal savings banks. Therefore, the very reason which 
suggests the establishment of postal depositaries in the United States makes for their 
abolition in Canada, especially as the avoidance of competition with the banks is the 
salient feature of the United States proposition, which again accentuates that avoid- 
ance of competition by not allowing an interest rate equal to that of the national 
banks. In Canada on the other hand, the rate of interest being the same, and the 
postotfice savings banks operating at all points already served by the banks there is 
a very distinct competition. It amounts to a small fraction of the deposits in our 
chartered banks, but is yet a material sum, $62,000,000. 

It is true that if there had been no postal banks in Canada, at confederation 
the influence of this amount even if deposited in chartered banks would have been 
obliterated. But to-day it remains a defect from the financial body politic, which 
could be applied to the commercial needs of the country. It has been licked up from 
the savings of our people and is still being licked up, and expended by the Govern- 
ment which could obtain this money not from our own debtor nation but from abroad 
by an issue of government bonds floated outside the country. Sixty-two million 
dollars could by this process be brought into play in Canada, or a very large propor- 
tion of it, because if the Government depositors were paid off most of the money received 
by them would find its way into the chartered banks and be utilized in the commercial 
development of the country. 

The suggestion by the O¢tawa /ourna/ that our banks should increase their 
rates of interest to depositors is beside the subject. Any such increase to deposi- 
tors in returns would involve a corresponding increase in rates to borrowers. In 
the progressive stage which Canada occupies we want to supply money for our indus- 
trial advancement as cheaply as possible.—F7nanczal Post.—Canada, Nov. 16, 1907. 


Ss 
SHE WANTED INTEREST. 


A lady recently rented a safe deposit box from one of the national banks in New 
York City in which she placed $5,000 in currency. Then, approaching the cashier, 
she wanted to know if she could not receive interest on the deposit and felt greatly 
disappointed and aggrieved when informed that, under the circumstances, the bank 
did not see its way clear to grant her request. 
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A REMARKABLE ENDURANCE TEST. 


The general impression among those who have never examined the mechanism 
of the adding machine is that it will stand very little hard usage. 

When it is considered, however, that the best adding machine outwears five or 
six of the standard high priced typewriters—that the Burroughs has been on the 
market for fifteen years, we commence to marvel at the remarkable mechanical skill 
that has made it possible to design and build a machine with so much accuracy, that 
it could withstand the hardest kind of usage for so long a period. 

In the experimental laboratory of the Burroughs Adding Machine Company, at 
Detroit, Michigan, a remarkable endurance test was recently made. During the past 
three years the Burroughs Company have been thoroughly testing the Burroughs 
electrical drive machines. It is the practice of this company to thoroughly test by 
actual work every new device before it is put on the market, and the electrical drive 
Burroughs is the latest production of what is considered to be the most highly organ- 
ized adding machine plant in the country. 

On a recent occasion a regular stock electrical-drive Burroughs was tested for 
the purpose of getting data on endurance. First,a key inevery bank was depressed, 
thereby requiring it to use its largest capacity; then the repeat key was locked down, 
and the operating bar tied in position for operation, so when the current was turned 
on, the machine would operate automatically and continuously. 

This machine was then started at a speed of 160 strokes a minute. It was left 
running at this speed 24 hours a day for 18 days. At the end of this time the machine 
had actually operated 4,147,200 times without a stop. The current was then shut off 
and a careful examination of the machine was made by the experts. There was no 
visible wear of working parts: no heating of either motor or mechanism and the 
machine did not even require oiling. 

The current used was not quite as much as would have been consumed by a 
16 candle-power incandescent lamp in the same time. 

It is said the Burroughs company are marketing their Electric Burroughs at the 
rate of five machines a day, and are now prepared to treble the output in order to meet 
their demands. The regular hand-operated Burroughs are produced at the rate of 
one every seven-and-a-half minutes of a working day. 


CHANGE IN ILLINOIS LAW REGULATING THE PROFESSION OF 
ACCOUNTANTS. 


According to an act passed in 1903 regulating the profession of public account- 
ants, no one could be admitted to the examinations for a certificate as Certified Public 
Accountant unless he was a graduate of a high school with four years’ course, or 
could prove to the satisfaction of the State University authorities that he had an edu- 
cation equivalent to this. 

As this requirement seemed to work hardship on a good many accountants, the 
Legislature last winter amended the law, doing away with the preliminary high school 
education, so far as concerns the examinations to be held in May 1908 and May 1909. 
This will give an opportunity for accountants of experience, who are not graduates 
of a high school, to try for their certificates. 

By law the State University at Urbana sets the examinations, and any informa- 
tion about them can be had by writing to the University Committee on Accountancy, 
305 University Hall, Urbana. 








BANKS. 


Bank of N. Y., N. B. A... 
Bank of the Manhattan Co 
Merchants’ National 
Mechanics’ National ..... 
Bank of America........ 
Phenix National......... 
National City........... 
Chemical National....... 
Merchants’ Exch. National 
Gallatin National........ 
Nat. Butchers & Drovers’ 
Mechanics & Traders’... 
Greenwich.............. 
American Exchange Nat. 
Nat. Bank of Commerce. . 


a eee 
Nat. Bank of N. America. 
Hanover National 


ERNE 


Metropolitan Bank....... 
Corn Exchange.......... 
oiled): argln ra ne 
Importers & Traders’ Nat 
National Park........... 
East River National..... 
Fourth National...... Sig 
Second National......... 
First National .......... 
Irving National Exchange 
eee ee. 
N. Y. County National... 
German-American....... 
Chase National.......... 
Fifth Avenue........... 
German Exchange....... 
RPMI «conse ccc ccc 
Lincoln National........ 
Garfield National........ 
Fifth National .......... 
Bank of the Metropolis. . . 
West Side Bank......... 
Seaboard National....... 
First National, Brooklyn. 
Liberty National......... 
N. Y. Produce Exchange. 
New Amsterdam National 
BeeOe TARE... ccccccces 
Fourteenth Street Bank... 


Ss kak ea8 oe 


Loans, 
1906. 

3 18,464,000 
22,325,000 
11,743,200 
19,144,000 
22,723,500 

7,224,000 

154,243,000 

24,857,000 
5,542,000 
8,251,500 
2,591,100 
6,619,000 
5,121,200 

27,318,500 

133,588,100 

20,919,100 
3,123,000 
5,808,200 
2,306,700 

15,080,000 

49,670,400 





18,822,600) 


3,597 »400 
7,421,400 
11,951,700 
33»982,000 
10,327,200 
2 3,763,700 


67,685,000! 


1,246,000 
17,206,500 
9,953,000 
83,839,900 
9,303,800 
3,790,000 
5,246,yoo 
4,072,800 
48,236,500 
9,898,700 
3447 ,700 
4,604,500 
13,622,500 
7,747,500) 
3,004,000 
9,542,200 
4,444,000 
14,712,000 
4,836,000 
10,767,000 
6,184,900 
5,783,300 
13,232,000 


'$1,038,99 5,200)$1 ns $1,018,592,700181.036,703, 309| 


| 





Loans, 
1907. 


$ 16,845,000 


23,300,000 
15,295,100 
20,07 5,000 
20,882,800 

8,519,000 

150,336,400 

27,328,800 
6,251,900 
7,879,700 
2,230,800 

16,049,000 
5,648, 500 

27,637,700 

133,301,700 
17,876,500 

2,868,500 
5,600, 300 


2,230,600 


15,213,700 
53.969,000 
21,075,500 
3,839,300 
7,620,200 
11,133,000 
36,762,000 
10,787,600 
24,891,700 
71,603,000 
1,232,200 
18,714,000 
8,774,000 
95,715,000 
14,835,000 
3,400,000 
6,152,600 
3,832,100 
50,329,100 
9,626, 100 
3,566,800 
4,665,000 
12,396,300 
7,460,400 
3,045,000 
9.355.900 
3,963,000 
16,095,000 
3,895,000 
12,616,100 
6,610,700 
4,395,900 
14,209,000 
7,071,900 


| 











COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to the 
New York Clearing House for the weeks ending Oct. 6, 1906, and Oct. 5, 1907, 


k \ : I 5 respectively, 
together with a computation of the proportionate increase or decrease of deposits for th 


e year: 
Deposits, | tDeposits, |Per Cent. of 
1906 1907. Inc. Dec. 
$ 15,559,000) $ 15,035,000 3.3 
26,008,000) 25,800,000} . ..| .7 
13,625,400 16,905,100] 24. nae 
18,594,000} 19,371,000] 4.1]... 
24,003,000 21,470,000) .... |10.5 
6,849,000 8,247,000] 20.4].... 
139,204,200) 123,288,400] .... |11.4 
23,634,600 26,846,500} 13.5]|.... 
5,870,000] 6,449,800] 9.8). ||. 
5,981,900 5,411,600) .... |] 9.5 
2,282,000 2,043,800] .... |10.4 
7+330,000 18,779,000]156.1] ... 
5,946,200 5,832,300] .... | 1.9 
19,595,500 20,937,800} 6.8].... 
111,156,300} 108,123,400] ....| 2.7 
17,909,100 12,096,600] .... |32.4 
3,321,000 3,382,100] 1.8].... 
5,829,800 5,479,300] ....| 6. 
2,551,900 2,41 3,600 5-4 
ane 13,539,900 2.2 
58,650, 300 62,063,000] 5.8]... 
18,711,100 20,436,200] 9.2].... 
3,863,500 3,598,600] .... | 6.8 
7,231,700 7,034,200] ....] 2.7 
12,813,100 10,784,800] .... |15.8 
41,528,000 41,968,000] 1. |.... 
9,523,100 10,685,300} 12.2]... 
20,717,000 21,840,000} 5.4].... 
76,0g7 ,000 79,101,000] 3.9].... 
1,435,800 5,905,900) ... | 3. 
18,704,100 18,628,000] ... 4 
9,87 3,000 9,057,000] .... | 8.2 
71,945,400 82,001,000] 13.9].... 
9,269,100 14,058,000] 51.6].... 
4,256,000 3,512,000] .... |17.4 
5,848,200 6,284,600] 7.4].... 
4,039,300) 3,568,700] .... |11.6 
55,068, 300 53,696,600] .... | 2.4 
11,241,400 10,334,300 me? 
4,063,600 4,076,600 a en 
5,610,700 6,028,500} 7.4].... 
14,825,600 12,833,100] .... |13.4 
8,016,000 7,733,800] ....| 3.5 
3,094,900 2,919,800] ....| 5.6 
8,814,200 8,844,700 | ee 
4.743,000 4,318,000] .... | 8.9 
16,796,000 18,388,000} 9.1]... 
4,879,000 3,451,000] .... |29.2 
9,108,400 10,814,500] 18.7]... 
7,124,100 7:791,100| 9.3]|.--- 
6,873,900 5,086,900] .... |25.9 
14,721,000 15,476,000] 5.1}|.... 
iecces 7:495,900] .... 





+t United States Deposits included, $32,514,900. 








